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DECEMBER, 1949 


ON STICKING TO ONE’S LAST? 


THREE years ago our then President, Mr. Hawtrey, in a 
challenging address entitled “‘ The Need for Faith,” * commented 
on the loss of self-confidence which had overtaken the race of 
economists. This he attributed to their lack of faith. Faith in 
the utilitarian calculus, faith in the invisible hand, had wilted 
away, and nothing had taken its place. Nothing short of an 
enlargement of the scope of economics to embrace all the elements 
of the good life, so I took his final sentences to mean, could get 
our science back upon its feet, and restore to its practitioners 
self-confidence in addressing their fellow men. 

Now I do not know that I myself had noticed any particular 
diffidence on the part of my colleagues about tendering advice. 
On the contrary, I think I should say that whereas in the old 
days economists were generally content to indicate the directions 
in which action might be taken to promote the public good, they 
have latterly become much more confident about reducing their 
counsel to precise and quantitative terms. It is true that some 
nasty tosses have been taken. You will remember those eight 
million American unemployed whom the operation of the ‘‘ con- 
sumption-function ” ought to have churned out in 1946 but did 
not; those targets for the man-power to be engaged in sundry 
British industries which never looked much like being hit, and 
which seem to have been quietly returned to store. But on 
the whole the practitioners of the art of predictional arithmetic 
appear to be pretty good—as any true-born Briton, American or 
Dutchman should be—at coming up smiling, explaining that the 
connection between their variates must sometimes be taken to be 
stochastic rather than functional * (this, as you know, is now the 
dignified way of saying that it is all largely a matter of guess-work 
after all), and returning to the charge. 

1 Presidential Address at the annual meeting of the Royal Economic Society 
on June 23, 1949. 

* Economic JouRNAL, September 1946, pp. 351 ff. 

* Prest, ‘‘Some Experiments in Demand Analysis,’ Review of Economics 


and Statistics, February 1949, p. 34. 
No. 236—vou. LIx. MM 
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That, however, is by the way. What I want to discuss igs 
whether the old view that the economist as such is concerned 
only with certain parts or aspects—the more material parts or 
aspects—of human welfare is really out of date; whether the 
complete integration of economics with ethics which Mr. Hawtrey 
appears to hold to be necessary for the recovery of the self- 
esteem of the economist is really either possible or desirable. | 
cannot persuade myself that it is. 

The first thing to be said in this connection is this. As I 
understand it, the concept of measurable utility, after going 
through a rough patch, has now been pretty firmly re-established 
on its throne. I know that put in this way this is a provocative 
statement, and that I am too incompetent mathematically to be 
at all a reliable guide in such matters; but I am not going to 
be deterred from telling you, very briefly, the story as I see it. 
Some decades ago, under the influence of Pareto, it became 
fashionable to maintain that all the facts of the market-place 
could be explained by supposing simply that people prefer one 
situation to another without making any assumption about the 
magnitude of their preference. That being so, why should a 
man of science look any further? If, the cardinal measurement 
of utility being thus ruled out, the baby of Economic Welfare 
as an Objective of Policy were found to have slipped out with 
the bath-water, that couldn’t be helped—indeed, it might be 
good Georgian riddance of bad Victorian rubbish. 

In fact, however, so it seems, those who argued in this way 
were not always quite consistent; they could sometimes be 
caught out assuming not only that people prefer one situation to 
another, but that they prefer one change in situation to another 
change in situation; and that is a very different pair of shoes, 
with very different implications. Up this rope-ladder there 
slipped one night, led by Professor Hicks, the gallant members 
of E.W.R.R.A.—the Economic Welfare Reprieve and Rehabilita- 
tion Association—who rescued the baby. The price of rescue 
was that the bath-water should be used to christen the baby 
with a’ whole string of new names—preference, indifference, 
marginal substitutability and the like—which were believed, 
erroneously in my poor view, to be clean of the offensive odour 
of utility which Pareto had left hanging about the house. On 
the whole, the price of the baby’s rescue has been quietly paid, 
and our text-books are now full of new jargon and new curves. 
And the baby, bursting with national milk and black-currant 
juice, flourishes as never before. But you should see how the 
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dear little fellow dimples up with delight when some of us, rather 
secretly, call him by his old names—Utility, Satisfaction and the 
like—and confide to him our private doubts whether he ever 
really needed all the skilful rehabilitation which he has received. 

However that may be, what I am trying to suggest is that 
the concept of economic welfare is solid and substantial enough 
to give the economist plenty to think about, to argue about and, 
if he can make up his mind, to tender advice about, without 
feeling constrained to put his head in a bag, still less a gas-oven, 
because he does not feel himself to have mastered the whole 
problem of good and evil. After all, it is surely still true that, 
in Adam Smith’s words, “the subdivision of employment in 
philosophy, as well as in every other business, improves dexterity 
and saves time.” But I don’t deny that there are difficulties 
about this policy of sticking to one’s last, and I will try to say a 
little about some of them. 

The first is that there are certain things which figure partly 
as a means to economic welfare and partly as alternative ends in 
themselves. One of these, as Hawtrey has so often reminded 
us, is National Power and Prestige; another is Occupation or 
Employment, now rightly regarded as a good in itself as well 
as a means to the earning of income. With how much respect 
is the economist to regard these personages when they insist on 
slipping outside his counting-house and setting up shop on their 
own? Is he to try to whistle them back into his fold? I think 
he will be wiser to admit their independent status, and to recog- 
nise therefore that practical wisdom will sometimes prefer their 
claims to those which he puts forward on behalf of his own 
child. By so doing he will safeguard rather than surrender his 
right and duty to act as a watchdog for economic welfare in the 
stricter sense. Provided he is contented in the last resort to be 
over-ruled, let him bark with a loud voice and a clear conscience 
when he thinks he sees national resources being squandered in 
over-ambitious foreign policies, or this industry and that being 
conducted by obsolete methods or in unsuitable places lest A 
and B and C, even though duly supported at the public expense, 
should suffer the mental pain and humiliation of finding their 
work unwanted. 

Next, what is the economist to do if he is told that some 
measure or institution which he commends as a means to 
economic welfare conflicts head on with the immutable principles 
of natural justice? Suppose, for instance, he concludes, with 
Edwin Cannan, that “ the most powerful lever for increasing the 
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opportunities of women [in industry] is taken away if they are 
not to do the work cheaper.” Or suppose that, venturing to 
differ from the view recently expressed in our JOURNAL ! by Mr. 
Kahn, he holds that workpeople commonly undervalue the risks 
of insecurity of employment, and that wage differences remain 
accordingly the most effective way of promoting the flow of 
labour from areas of low demand and high supply to areas of 
high demand and low supply. Must he refrain from putting 
these points on the grounds that justice demands that equal 
work should always and everywhere command equal pay, so 
that any wage-gap which is imprudent enough to raise its head 
ought to be immediately ironed out by social action, whether or 
not it has had time to do its economic job ? 

Surely not; surely one of the economist’s most obvious 
duties is to attempt to disentangle useful injustices from useless 
or harmful ones. Working women may be poor; but it may, 
nevertheless, on balance promote economic welfare that they 
should be paid less than working men. On the other hand, the 
owners of steelworks may be rich; but it may, nevertheless, be 
inimical to the generation of economic welfare that those capi- 
talists who organise the production of something manifestly 
supremely useful, even according to the Socialist State’s own 
austere criteria, should be treated more harshly than capitalists 
in general. The world is full of these uncomfortable possibilities ; 
and if the economist can do something to elucidate them he will 
have done a useful job. If, in the face of his findings, the 
Sovereign People then deliberately decides that Justice is at 
ail costs to be preferred to Welfare, or even that the Soaking of 
the Rich is at all costs to be preferred to both—well, that is that. 

A rather more complicated problem faces the economist if he 
judges that a certain course of action would promote economic 
welfare if public opinion would accept it, but will damage even 
economic welfare, which it is his business to consider, if public 
opinion, as may for the moment seem more probable, resorts to 
sabotage to compass its defeat. It is no good breaking one’s 
head against brick walls; great is the temptation to cry 

Let the long contention cease ! 
Geese are swans, and swans are geese. 


Let them have it how they will ! 
Thou art tired; best be still. 


Yet I feel sure that if the economist is in too much of a hurry 
to pose as the complete man—too anxious to show that he is 


1 March, 1949, p. 9. 















































1949] ON STICKING TO ONE’S LAST 509 





> 


duly sensitive to “the changed temper of the age” and has 
taken full account of what is “ politically and psychologically 
possible,”’ he will be in danger of betraying his calling. Twenty- 
five years ago it needed some spirit on his part to develop the 
case for deficit financing as a remedy for trade depression with- 
out being prematurely silenced by the argument that it would 
scare the business man and so do more harm than good. Now 
the boot is on the other foot, and it takes some spirit to state 
clearly and fairly the case for wage reduction as a cure for un- 
employment or an adverse balance of payments, or the case for 
the curtailment of subsidies and the overhauling of social services 
as a solvent of inflationary pressure, without being prematurely 
silenced by the argument that nowadays the Trade Unions would 
never stand for such things. Perhaps they wouldn’t; but that 
is no reason for not following the argument whithersoever it 
leads. But it is easier flogging dead horses than taming live 
ones; and some of those who display great retrospective gallantry 
against the fallacies and obscurantisms of yesterday seem to me 
somewhat over-hasty to make their peace with those of to-day. 

You will see that my ambitions for my profession are not 
quite so exalted as my predecessor’s. I do not want the 
economist to mount the pulpit or expect him to fit himself to 
handle the keys of Heaven and Hell. I want him to be rather 
brave and rather persistent in hammering in those results achieved 
within his own domain about which he feels reasonably confident, 
not too readily reduced to silence by the plea that this, that or 
the other is ruled out of court by custom, or justice, or the 
temper of the age. But in the last resort I want him, too, to be 
rather humble—humbler than some of his great predecessors 
were disposed to be—content to bow to the judgment of the 
prophets or even the men of affairs if he is convinced that his 
case has been properly understood and fairly weighed. In fine, 
I like to think of him as a sort of Good Dog Tray rather than 
as a Priest for Ever after the Order of Melchizedek. 

D. H. Rosertson 

Trinity College, 

Cambridge. 











ECONOMICS: YESTERDAY AND TO-MORROW! 


TuE natural hesitation which I feel in addressing you as Presi- 
dent of this section is perhaps slightly alleviated by the reflection 
that I am now (I believe) entitled to speak to you—if I may lapse 
into French—as the doyen among the Professors of Economics in 
these islands. It is an honourable position which I owe solely to 
the lapse of time—a process which ultimately brings distinction to 
the meanest centenarian, as a reward for the somewhat negative 
virtue of not having dropped out by the way. It is rather like 
Interest (or at least what Interest used to be before 1935), the 
Reward of Waiting, attainable even by the mentally deficient, 
who may doubtless qualify by virtue of “long lacking.” It is 
not far short of fifty years since I was first introduced to the study 
of Economics on a mixed diet of the small Marshall and John 
Stuart Mill; I have now been professing since 1921. In this 
section we are not all “‘ academics ” (a horrid word); but perhaps 
we Academics give a flavour to the proceedings. In the circum- 
stances I think it may not be inappropriate if to-day I speak to 
you as a Victorian Professor on his last legs. You may consider 
that in the string of platitudes which I shall doubtless address to 
you, I am confusedly making a death-bed confession of error; 
or (if you are more charitable) you may regard me as doing my 
best to understand sympathetically how, in the very different 
climate in which he will carry on his activities, my more en- 
lightened successor may regard me. 

We could doubtless learn a great deal of the continually chang- 
ing view of what Economics is supposed to be, and what purpose 
its study is supposed to serve, by the simple device of reading in 
chronological order the definitions of Economics given by its 
leading exponents. But this is a task which to-day I may not 
perform on your behalf. A random stab here and there must 
suffice. Adam Smith is entirely explicit in one passage frequently 
quoted in better days : “ Political Economy, considered as a branch 
of the science of a statesman or legislator, proposes two distinct 
objects.”” These objects do not concern us at present; but you 
will remember that they were, first, to provide a plentiful sub- 


1 Presidential Address, delivered before Section F of the British Association on 
September 2, at Newcastle-upon-Tyne. 
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sistence for the people, or, as he at once added (suddenly remem- 
bering how omnipresent is the danger of misrepresentation), “‘ to 
enable them to provide such a subsistence for themselves ”’ ; 
and, secondly, to provide a sufficient revenue for the State. But 
the essential point to note is that for Adam Smith, Political Econo- 
my was @ branch of the science of a statesman; in other words, it 
was inextricably intertwined with politics and government, con- 
cerned with getting things done. I do not think that the idea of 
there being such a thing as an “‘ economic law ”’ ever penetrated 
the crass intelligence of Adam Smith; I doubt whether the word 
“Law ” in this sense occurs anywhere in T'he Wealth of Nations; 
but when you come to Ricardo, it is hardly too much to say that 
the primary function of the Economist is to detect and lay bare 
“Economic Law.” Indeed, the characteristic feature of the early 
part of the nineteenth century was the conscious effort to trans- 
form Economics into a wholly independent scientific discipline, 
establishing laws or generalisations, while remaining perpetually 
and eternally neutral in a world of conflict. You will find a 
sufficiently beautiful expression of this simple view in Senior, 
who chides previous writers for their incorrigible tendency to 
wander into what he calls the far more interesting, but far less 
definite, fields by which the comparatively narrow path of Political 
Economy is surrounded. Itisanarresting simile. The economist 
is a dumb ox, condemned to follow a narrow path which leads 
through attractively flowery, but not very definite, meadows; but 
woe to him if he looks over the hedges. ‘‘ His conclusions, what- 
ever be their generality and their truth ”—it is Senior who is 
speaking—“‘ do not authorise him in adding a single syllable of 
advice.” Much later in the century you will find the same point 
of view expressed by Cairnes, with comparisons which I find not 
too happy : Political Economy (he said) stands “‘ neutral between 
competing social schemes; neutral, as the science of Mechanics 
stands neutral between competing plans of railway construc- 


tion . . .; neutral, as Chemistry ’—and this is what sticks in 
my throat—‘‘ stands neutral between competing plans of sanitary 
improvement.” 


Indeed, in an era of laissez-faire, the divorce between economics 
and politics is perhaps inevitable. Let us for the moment accept 
the familiar travesty of laissez-faire, and assume that it postulates 
that the ideal State should confine itself to doing nothing, and 
doing it rather well; but if that is even an approximation to the 
implications of laissez-faire, then it is difficult to see how Econo- 
mics, however defined, can be subservient to Politics. For 
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though there may be a certain Art in doing nothing, it may be 
questioned whether there is a corresponding Science. 

Doubtless it was always realised that Economics had its neigh- 
bours, that there were frontiers and borderlands; and those of 
us who were properly brought up and learned our “ Scope and 
Method ” from Dr. Neville Keynes, at one time in our lives knew 
all about the ties between Economics and the neighbouring tracts 
of country occupied by Political Science, Ethics, Psychology, 
Jurisprudence and many more. Doubtless also the most reso- 
lutely recluse economist perpetually violated his own professed 
principles; for it is as difficult to prevent an economist from 
giving advice as it is to prevent the notional proverbial woman 
from talking. Yet, broadly, despite obvious lapses, it is true 
that the nineteenth century was in the main a period of specialisa- 
tion, when the economist tried to keep himself to himself, and 
to pursue the peculiar problems of his own specialism. 

It is almost a commonplace to-day that the era of specialisa- 
tion has for the time being ended ; that the old frontiers have been 
largely obliterated, and that in the next generation the economist 
will have to be much more than an economist. Perhaps his 
primary task will be to view his Economics in relation to all the 
other so-called social sciences, and thereby to effect a new synthesis. 
Let us consider for a moment, very briefly, some of these in- 
creasingly non-existent boundaries. The first and most complete 
disappearance of a frontier is, I think, that between Economics 
and Politics. For myself, I regard this as having always been a 
very blurred and indeterminate dividing line; but that is merely 
a personal point of view. To-day it is possible to say more 
emphatically than at any time since the dominance of mercantilist 
ways of thinking, that practically every economic problem has 
become a political problem, and that most, if not all, political 
questions have their economic penumbra. The more or less 
complete fusion of economics and politics can be explained on 
various grounds, even if the various explanations very largely 
represent different aspects of the same fundamental tendency. 
You may say that it is due to the coming of the Welfare State ; 
you may say that it is due to the eclipse of laissez-faire. In an age 
which has, apparently, unbounded faith in the competence of the 
State to do everything and to provide for everything, the decision 
in economic problems tends to pass to the Government, and econo- 
mic discussion finds its last asylum in the House of Commons. 
As an influence tending to the fusion of Economics and Politics, 
you may attribute something to the delayed impact of Marx, for 
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whom Economics was a first stepping-stone to revolution, which 
is political, if anything is. The extent to which Economics and 
Politics have to-day become intertwined is seen in the fact that 
what is probably the most fundamental, as it is the most ubiqui- 
tous, problem of these times is precisely that of determining the 
limits of the economic activity of the State—what we expect the 
State to be, and what we expect it to do in economic matters. 

The second frontier which has obviously been trampled upon 
—or perhaps should be trampled upon even more that it is—is 
that between Economics and Psychology. We ought never to 
forget that we are always dealing with human beings, though per- 
haps we sometimes tend to do so when we wrap ourselves in a cloud 
of differential equations. But if we are dealing with humanity, 
then we ought to know everything that there is to be known about 
the curious behaviour of this most curious human beast. We 
should remember that we are never far removed from a suffering 
human heart. Here possibly, as I sometimes think in moments 
of intellectual pessimism, will for ever be the weak point in Econo- 
mics, and indeed in all the social sciences. For the heart of man 
is unsearchable, and his behaviour can never he foretold, moved 
as he not infrequently is, and moved surprisingly, by motives of 
which he is himself unconscious. Strictly speaking there is no 
such thing as Labour, glorified with a capital “ L,” apart from 
individual labourers who all toil and sweat at different jobs, and 
display an infinite variety of temperament, disposition, endow- 
ment and circumstance. There is also no such thing as Capital, 
apart from the individual owners and controllers of the means of 
production; and these again, I need hardly tell you, are a motley 
crowd. 

The older generation suffered much ridicule—undeserved, as I 
think—because of what was supposed to be the undue simplifica- 
tion of their underlying psychology. But indeed there is some- 
thing to be said for them. They realised that if they were to 
reason about Man, they must first define him; just as, before 
reasoning about triangles, you must know what a triangle is. 
And as a result there emerged, or was supposed to emerge, that 
ridiculous, bloodless scarecrow, known as the ‘‘ Economic Man ”— 
the man whose every action was determined by a careful balancing 
of economic considerations. Yet, if he existed anywhere, I doubt 
not that he was a most exemplary citizen, observing the laws both 
of God and of Man. He remembered the Sabbath day to keep it 
holy, being advised by his medical attendant that one day’s rest 
in seven would increase his productivity in the remaining six. 
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He honoured his father and his mother, knowing well how wide 
is still the testamentary discretion which the law allows to parents, 
Of the grosser offences he was guiltless, being well aware that a 
period of incarceration would effectively debar him from the 
profitable service of his fellows. If he had any weakness, it was 
doubtless a tendency to covetousness, but such slight short- 
coming as he may have been guilty of in this direction was, he 
felt, no more than was inevitable, if he were to comply with the 
Pauline injunction to covet earnestly the best gifts. Such, 
supposedly, was the Economic Man, and though he had his 
virtues, ““ Who would not laugh if such a man there be?” Never- 
theless, looked at more closely, what the older economists were 
trying to do was, in their own words and for their own purposes, 
to “make abstraction ” of those qualities which did not affect 
Man in his acquisition or consumption of wealth. Political 
Economy was concerned, such was Mill’s view, with Man solely 
as a being who desires to possess wealth, and who can make efforts 
to that end. Other qualities of the human beast must be ignored, 
except in so far as they are “‘ perpetually antagonising principles ” 
to the desire for wealth. And of such perpetually antagonising 
principles, there are two. In a very fine phrase, they are “ aver- 
sion to labour, and the desire of the present enjoyment of costly 
indulgences.” Man, in short, is a lazy brute, and he wants to have 
a good time now; and if we are honest with ourselves, in our 
private confessionals, we will acknowledge, each speaking for 
himself, that it is at least a part of the truth, even if we should 
prove incapable of clothing the confession in the impeccable 
language of John Stuart Mill. But it was never meant to be a 
complete picture : still less did that saint of Rationalism intend 
it to be a picture of the ideal man. Mill, in effect, said: ‘“ I can- 
not tell you what Man is; but this, alas, is a bit of him.” And 
also implicitly the Economic Man was a warning regarding the 
limitations of the validity of economic conclusions. In a sense 
Mill also said: “‘ I am talking of one side of Man; but he has other 
sides, and therefore you had better be on your guard.” In these 
days when we do so much to encourage research, I should like 
some modern John Bunyan to supplement 7'he Life and Death of 
Mr. Badman by a companion volume on The Life and Death of the 
Economic Man. The research student who is conspicuously distin- 
guished by aversion to labour will find a great deal of the necessary 
biographical detail in Dr. Hennipman’s imposing volume. For if 
the Economic Man is not dead, at least we seem to have buried 
him. Yet incomplete and defective as this ogre may have been 
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as an explanation of human action, he was at least an acknowledg- 
ment that you do need a psychological foundation. I am not sure 
that we are further on to-day. If anyone were to ask me what 
are the psychological assumptions of modern economics, I should 
be constrained to give a dusty answer. Perhaps the ghost of the 
Economic Man, that perturbed spirit, still stalks our ramparts. 
But of one thing I am certain: a structure of economic theory that 
is not based on sound psychology is a house without foundation. 
And therefore your economist must be a psychologist—of a sort. 

I must deal more briefly with some of the other disappearing 
frontiers. In my youth there was much talk of the relation of 
Economics to Jurisprudence. Apart from all that was then said, 
about it and about, I suggest that in the new world there are over- 
whelmingly stronger reasons why every economist must become 
something of a lawyer. In the Welfare State, the law provides 
the machinery for the economic activity of the State; the mach- 
inery rests on and is modified by the law. To-day the economist 
must read and, so far as that is practicable, understand a con- 
siderable section of the enactments that are being incessantly 
disgorged from Westminster—even if Members of Parliament 
themselves are exempted from this exhausting task. It used to be 
said that the best source-book for a study of mercantilism could 
be compiled from the Preambles of Acts of Parliament, in days 
when Acts of Parliament and their preambles were still models of 
reasoning and of English style. To-day one of the chief sources for 
the economic tendencies of our times is in the Statute Book itself; 
and an economist must be at least of the competence of a hedge- 
lawyer to find his way about. 

Need I say anything about Ethics, our nearest and our oldest 
neighbour? You will recall Marshall’s saying that Economics is 
the handmaid of Ethics. Admittedly, handmaidens to-day are 
more of a notional race of beings than they were in Marshall’s 
life-time ; but the idea is clear and its justification incontestable. 
Let us admit, even in this Section, that Economics can never be 
an end in itself; by its very nature and from its birth it is doomed 
to be a subordinate, a younger sister, a handmaid to someone. 
At its best Economics is designed to disclose a means to the attain- 
ment of some end, to the realisation of some way of life, some 
vision or some ideal. It is for Ethics (we hope) to tell us what the 
good life is, what justice and equity are, what sort of an existence 
we ought to try to provide for ourselves and others—if it comes to 
that, how we ought to behave to each other, a question which not 
infrequently has curious economic infusions. But those who are 
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concerned with the means can hardly be denied the privilege of 
having some views on the end. It is, indeed, only in so far as we 
take some part in the ethical debate that our Economics can 
acquire a meaning, an inspiration and a driving force. If you 
ask me to fix a just wage, you must allow me to have some ideas 
about “justice.” And I think that we economists should per- 
petually bear in mind that the framework of T'he Wealth of Nations 
—which we may conveniently take as the source of modern 
economics—was first presented to raw Scottish undergraduates as 
part of a course on Moral Philosophy. We economists were con- 
ceived in the study of a Professor of Moral Philosophy, and cradled 
in a Moral Philosophy class-room. Whether you believe in the 
laws of inheritance or in the potency of early environment, you 
can hardly deny that it is “ natural” for an economist to be a 
moralist. 

And having gone so far—Heaven help me !—may I go still 
farther and suggest that the economist may have to become some- 
thing of a theologian? Or if for any reason you shy at some of the 
ordinary implications of the word “ theology,” let us say that the 
economist should aspire to a reasoned Weltanschauung—for there 
is always much wisdom in taking refuge in a foreign language, 
imperfectly understood. Doubtless, it is at times difficult to 
make sense of this world; yet I suppose it is what we are all trying 
to do. And unless we are prepared to regard ourselves merely as 
a company of irresponsible idiots dancing in the void, we must 
frame for ourselves, if only as a working hypothesis, some sort of 
view of the kind of cosmos which we inhabit, and of the manner 
of its governance. The economy of heaven may be dark, as one 
of our poets suggested, using a very familiar word in rather an 
archaic sense; but unless we can persuade ourselves that life in 
some way makes sense, the significance of our economics will 
likewise evaporate. 

I have been led on to this, perhaps rather delicate, subject, 
because one of the most striking features in the economics of the 
Founders, above all in Adam Smith and Malthus, was the strong 
infusion of theology at the roots of their thought. Laissez-faire 
nowadays is a doctrine that has, apparently, fallen so low that, 
with few exceptions, there be none so poor as do it reverence. 
In an ignorant age, which to its disgrace has allowed Adam Smith 
to go out of print, it is commonly assumed to be a godless, damn- 
able doctrine of selfishness and of “ devil-take-the-hindmost.” 
But in its origins, as represented by Adam Smith, it is something 
entirely different. For him the justification of laissez-faire is to 
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be found in the perfection with which the Almighty has done his 
job. Men are unwise and curiously planned—no doubt. But the 
Creator deliberately made men unwise in certain respects and 
planned them curiously in others, so that human weakness and 
folly might be powerful levers to make the great world accomplish 
its daily round. The folly of men, indeed, reveals the wisdom of 
God. It may not be popular doctrine in these days, but Adam 
Smith’s answer to the race of planners would have been simple. 
He would have said that God had already done all the planning 
necessary, and that your bungling, earthly planners can, at best, 
merely upset the divine plan. Into these troubled waters I may 
not enter: I am merely concerned to remind you that if Econo- 
mics grew out of Moral Philosophy, it is also true to say that in 
its modern origins, it relied on and drew strength from a system of 
Natural Theology. 

Perhaps I have delayed you too long on this question of dis- 
appearing frontiers; I admit that I am tempted to consider one 
more example, recalling as I do with a fascinated curiosity a 
second-hand book catalogue I once received in which there was a 
section devoted to “‘ Political Economy and Crime.” But I do 
not press the point ; though there may be something init. Never- 
theless, it is time to bring these conclusions together. The nine- 
teenth century was an age of specialisms. To-day the boundaries 
between the Social Sciences (if we must use the phrase) have 
broken down. The economic problems to be solved present 
themselves inextricably embedded in a whole mass of relation- 
ships which cut across purely economic considerations, and in- 
volve all phases of the manifold problem of men living in society. 
I do not say that we must therefore cease to be economists. 
But more than ever, an economist, to be an economist, must be 
vastly more than an economist. You may recall one of the most 
memorable of Lord Keynes’ asides, where he emphasises that the 
Master Economist must possess a rare combination of gifts : 
“He must be mathematician, historian, statesman, philosopher— 
in some degree. . . . He must study the present in the light of the 
past for the purposes of the future. No part of man’s nature or 
his institutions must lie entirely outside his regard. He must be 
purposeful and disinterested in a single mood; as aloof and in- 
corruptible as an artist, yet sometimes as near the earth as a 
politician.” Such was Keynes’ vision of the Master Economist ; 
and to this model the rank-and-file economist should also (if it 
is not asking too much) endeavour to conform. He must be 
skilled in many fields; if he is merely an economist, he is damned. 
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In a world where we have removed the customs-barriers be- 
tween ourselves and our neighbours—in which the economist, 
invading the field of Ethics confesses that he has nothing to 
declare—vwe shall of necessity pursue our studies in a somewhat 
different climate. May I approach what has always been a some- 
what delicate question in the history of Economics, viz., the 
relation between pure theory and the direct observation and study 
of the raw material presented to us by this clamant world? Just 
as the individual professor of economics spends his life alternately 
neglecting his lectures and neglecting the world on which he 
lectures, periodically throwing a sop to his conscience by varying 
the field of his neglectfulness, so Economics itself has its periods 
of devotion to theory and to what, not very happily, is sometimes 
called “realistic studies.””’ Doubtless what I am saying reflects 
my own limited tastes and equipment; yet I have a feeling that 
recently theory has been running away with us. It is in danger of 
becoming a field for airing and exercising our academic ingenuity. 
Take this question of “‘ Value ’’—the central, indeed, at times the 
exclusive, subject of economic speculation, so much so that at 
one time Economics was renamed “ Catallactics,” though I rather 
think the new name was washed away in the course of the baptis- 
mal ceremony. We have discussed the subject of Value for a 
solid 2,000 years; but it may be doubted whether we have made 
much progress. Such advance as is periodically made seems, indeed, 
to consist largely in a dawning realisation of the inadequacy of the 
recently dominant theory. It may be that none of us knows— 
any more than Marx knew—what we mean by Value: and that 
in itself perhaps renders the formulation of a satisfactory theory 
of Value a matter of some difficulty. In my life-time, we have 
brooded on the margin, when brooding on the margin was still a 
fairly recent escape from the summation of past costs. More 
recently we have been sliding down curves of indifference, ex- 
changing cigarettes against tots of rum, according to our varying 
individual tastes and preferences, or toboganning over surfaces of 
indifference when we introducedja third commodity (chocolate) 
to render life almost unbearably complicated; and, I presume, 
ploughing our way through the fourth dimension, if we were so 
rash as to contemplate a world where insatiable Man demands 
four commodities. Not that I would deny or decry the place of 
theory, or indeed its inevitability and supreme importance. 
Man, among other things, is a questioning animal, and it is of the 
nature of the ruminator to ruminate and of the theoretician to 
theorise, in accordance with the will of God. And retrospectively, 
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if only as a key to the interpretation of history, nothing can be 
more important than theory, for in the last resort it is ideas that 
move men. Lenin rests on Marx; and Marx at least thought that 
he was a theory of Value. If you care to be fanciful—and I admit 
that you would be fanciful—you might contend that the Iron 
Curtain which to-day divides Europe has as its foundation-stone 
(if curtains may be allowed foundation-stones) a theory of Value 
which the West has discarded. 

Yet I cannot help feeling that in the next generation of re- 
orientation there may be more important tasks than the elabora- 
tion of theory far above the heads of all but the experts, in fields, 
moreover, in which the experts have quite obviously considerable 
difficulty in apprehending the drift of the arguments advanced by 
their fellow-experts. We are privileged (if it is a privilege) to 
live in an era of intense economic excitement. Never was there 
a time when so many experiments were being launched in the 
economic laboratory. Never was there a time of such far-reaching 
institutional change. The whole structure of society, of govern- 
ment, of the machinery of administration is undergoing rapid and 
continuous transformation. Perhaps in these circumstances our 
first duty is to keep our eye on the Coal Board, and on the Ministry 
of Town and Country Planning—and much more; in fact, perhaps 
for the next ten years we shall be constrained to revert, somewhat 
but not overmuch, to a point of view resembling that of the 
Institutionalists. 

In this new world where Economics and Politics are so closely 
entangled, and where the subject-matter with which we are con- 
cerned is so often a matter of dispute in party politics, the position 
of the economist, if he is to retain his professional integrity, is 
rather a difficult one. We may not be greatly admired; but, 
heaven knows, we are made use of. The time which Professors of 
Political Economy can spare from the neglect of their ordinary 
duties is in most cases swallowed up by service on Government 
committees. At the same time our chief function as teachers 
nowadays seems to consist in training up a race, not so much of 
economists as of economic advisers, who go forth to hold their own 
in Whitehall and elsewhere. 

This trade or profession of Economic Adviser is one of the 
most interesting by-products of our new world; and I watch 
all economic advisers curiously. If we are experts, we ought 
without doubt to be able to say something worth listening to. 
But let us, just for a moment, be modest, and acknowledge that 
we do not possess the final answers, nor are we the repositories 
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of ultimate wisdom. There never was a more foolish question 
than that which I have had addressed to me: “ Why don’t 
you economists put the world right?” prefaced sometimes 
by the reproach: ‘“ Look what a mess you economists have 
made of the world!”’ One might, somewhat feebly, retort by 
asking why the lawyers, or the moralists, or the Church have 
failed to put the world right. For, so we hope, we are all employed 
on the same job. But probably there is a better answer than a 
vulgar tu quoque. If a combination of Aristotle, Adam Smith, 
Karl Marx, the Archangel Gabriel and Sir Stafford Cripps were to 
arise, and proclaim, with all the guile of Machiavelli, the distilled 
essence of economic wisdom, people would not necessarily act 
accordingly. The problem of government is essentially one of 
expediency; above all, it is concerned with the practicable, the 
very urgent question of how to keep going for the next six months. 
There is no point in offering the country the clotted cream of 
economic sapience, if Parliament and the electorate will refuse the 
draught. There is this amount of truth in the old doctrines of 
Senior and Cairnes already cited. The enunciation of a flawless 
theory of wages (if such could be formulated) will never still the 
passions which have given rise to a strike. And accordingly— 
I am on the point of speaking blasphemy !—the economic adviser 
should at times be able to forget that he is an economist, and indeed 
to realise that there may be occasions when he ought to forget his 
economics. He is doubtless an expert witness; but his chief 
value lies in the fact that he ought to be a sympathetic observer 
of the human scene, one whose awareness of certain aspects of 
life has been sharpened; one who knows what to look for; who 
knows what questions to ask. 

So far I have been concerned in the main with yesterday and 
to-day; what about the economic climate of to-morrow and the 
day after to-morrow? We are moving, as we all know, to a world 
very different from nineteenth-century Victorianism. It follows 
that the economist’s tasks and his problems may very well 
be different in the next generation. I need not tell you what are 
the promised characteristics of this new age, and of this new 
State. It is what, for convenience, is quite usefully described as 
the Welfare State, a State responsive to the material needs of all 
its subjects; providing complete and adequate security against 
all the sinister contingencies of life; abolishing want and unem- 
ployment; giving education up to University standard (and be- 
yond) to all who desire to avail themselves of it. In short it will 
be what I recently saw described somewhat derisively—I am glad 
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it was by an American writer—as the Santa Claus State. I have 
also heard it depicted, with even more derision and cattiness, as a 
world in which the entire population will have breakfast in bed. 
It will also be a world in which the State, directly or at one re- 
move, assumes responsibility for the conduct of the major basic 
industries ; a world also in which economically the individual] will 
have largely disappeared. Society, indeed, has already under- 
gone a process of coagulation, so that, if we count for anything at 
all, we count solely as a member of our appropriate group. More- 
over, let us not forget that these groups may have conflicting 
interests. 

Now in such a changed world where many things, if not all 
things, will have been made new, the politico-economic problem 
may be very different from that to which we older people have 
been accustomed. By the politico-economic problem I mean the 
problem of how to live together (always a difficult matter), and 
how to keep things going. It may seem a perverse thing to say; 
but just as life in heaven (or in some heavens) may not be alto- 
gether easy, so possibly life in the agreeable world of the future 
may present peculiar difficulties of its own. 

There are, I think, three ways in which we may manage to live 
together in the complete Welfare State: or perhaps it would be 
better to say that there are three preliminary conditions, any one 
of which, if satisfied, would enable us to do the trick. The first 
is that of relying on a degree of compulsion vastly greater than we 
have yet had the courage or the honesty to admit may be necessary. 
I am not now pointing out the horrors of the Road to Serfdom, or 
of what awaits you when you come to the end of the road. In its 
higher altitudes this is already a well-discussed topic. I confine 
myself to the superficial and indeed the platitudinous. A State 
cannot undertake to provide from under the counter whatever 
anyone may need unless simultaneously it sees that someone is 
putting under the counter what is required for the purpose. The 
State cannot promise every school-child a glass of milk at eleven 
o'clock, unless it has directly or indirectly the corresponding 
number of cows standing at command. May I refer you to John 
Ruskin, a writer whom ordinarily I would not commend for his 
economic insight? ‘“‘ Finally I hold it for indisputable that the 
first duty of the State is to see that every child born therein shall 
be well housed, clothed, fed and educated, till it attains the years 
of discretion.” (So far, an excellent definition of the Welfare State, 
even if its concern with Welfare is limited to the years of indis- 


cretion.) “‘ But,” he goes on, “in order to the effecting this the 
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Government must have an authority over the people of which we 
now do not so much as dream.”’ It ought to be fairly obvious that 
the State cannot guarantee everyone against want, unless it 
reserves the right, if need arises, to take anyone forcibly and pack 
him off to Caithness or Cornwall to do whatever requires being 
done there. And sooner or later the time may, probably will, 
come when it will have to realise that it must not be too mealy- 
mouthed or timorous about the exercise of these powers of com- 
pulsion with which, on Ruskin’s view, the Welfare State must arm 
itself. The State cannot give what is not there. Indeed, in a 
sense the State, of itself, cannot guarantee anything or any stand- 
ard of life. It is an old criticism of the Anarchists that the State 
is for ever sterile. Properly understood, it is an entirely true 
statement. It can act only through its subjects; and in this 
matter of distribution, it can only redistribute what its nationals 
produce or what can be got from other nations in exchange for 
their products. And if Plague comes, fortified by the Colorado 
Beetle, Potato Disease, Foot-and-mouth Disease, blockade by the 
enemy and all the other horrors in the Malthusian repertory, a 
government guarantee of a standard of life will get you nowhere. 
The power of the Government to give is for ever limited by what 
the people themselves produce. 

Indeed, in this matter I am inclined to carry my pessimism still 
farther. It is the tritest and most hackneyed of platitudes that 
rights must for ever be accompanied by duties; but though we 
invariably pay lip-service to the well-worn dictum, in fact, our 
eyes in these days are morbidly fixed on our rights, whereas our 
duties, after a vague and perfunctory wave of the hand in their 
direction, are allowed to fade into the background. The Univer- 
sal Declaration of Human Rights is in this respect an illuminating 
document. Now in the economic field a right is something 
that you get from someone else, whereas a duty is what we do 
for another. And a society in which each member concen- 
trates on getting rather than on giving has lost the roots of its 
stability. 

If then, in the words of the Universal Declaration of Human 
Rights, the Welfare State is going to provide everyone “a stand- 
ard of living adequate for the health and well-being of himself and 
of his family, including food, clothing, housing ” and much more, 
it must, in the last resort, have power to compel its subjects to see 
to it that the national bins are kept full, and that there are ample 
reserves under the counters of the national stores. 

It may, I think, be proper to note one psychological rock which 
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a frank policy of compulsion might encounter. It may appear a 
paradoxical, and, indeed, a nonsensical way of putting it, but even 
a policy of compulsion must rest on consent. The bulk of the 
population must at least realise the necessity of compulsion, and 
be willing that others vicariously be coerced. It is because the 
need for compulsion is so much more obvious in war, that war- 
time coercion can be so surprisingly successful. But it is other- 
wise in peace when the need for compulsion is, for so many reasons, 
much less obvious. We are doubtless learning in these years of 
austerity and adamantine budgets. Yet I think that our prob- 
lems have been made harder for us by long insistence in certain 
quarters on the phrase which speaks of “‘ Poverty in the midst of 
Plenty ’’—or more discreetly, ‘‘ Poverty in the midst of the possi- 
bility of plenty.” It is a phrase that goes as far back as John 
Gray. Onthe contrary, the wolf is ever at the door; and through- 
out history a large section of the population of the world, taken as 
a whole, have been down at starvation level. I think that perhaps 
we may have bemused ourselves with speculations about the so- 
called Laws of Diminishing and Increasing Returns. Admittedly 
—ygiven the material out of which such things are made—it is possible 
to belch out motor cars, and utility trousers and gadgets of all 
kinds, as never before. But let us be crude: Man lives not on 
motor cars and gramophone records, but by what he puts in his 
belly. We have doubtless all chided Senior for his somewhat 
too facile identification of Diminishing Returns with Agriculture 
and of Increasing Returns with Manufactures, pointing out (quite 
correctly, and with professorial complacency and superiority) 
that there are cases where Increasing Returns are manifested in 
Agriculture, just as in certain circumstances Manufactures may 
operate to reveal Diminishing Returns. But perhaps in the long 
run (most blessed of phrases) Senior may not have been so far out. 
The ineluctable fact is that the human race draws its sustenance 
from a distressingly thin layer of soil on the surface of the globe, 
and it is not growing any bigger. Perhaps misguided by the 
population tendencies of Western Europe, we may have been 
inclined somewhat prematurely to regard Malthus as a back- 
number, as a ghost effectively laid by our most admirable and 
ever-increasing moral restraint. For the world as a whole, 
population is increasing, and increasing rapidly; the supply of 
food is not increasing proportionately. One authority tells me 
that in 1960 world agricultural production may be from 20% to 
25% above the level of 1930, whereas world population over the 
same period may show an increase of from 30% to 35%. 
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Assuredly, we are as yet hardly in a position to speak over-con- 
fidently of the arrival of an era of unlimited plenty. 

So much for the first method of meeting the future, the method 
of compulsion and direction—that degree of authority over the 
people of which John Ruskin alone was capable of dreaming. 
You do not like it? No more do I, though I am of a more sub- 
missive disposition than most. But economically, it might be 
an efficient system, if the rest of the population were as 
submissive as I am, which probably they are not. From all we 
know of the Incas and the Jesuit settlements, it might be for 
certain placid peoples a highly efficient system indeed, producing 
on the material level a remarkably high degree of comfort and 
well-being. If compulsion is to be condemned, it must be on 
moral rather than on economic grounds; it is to be abhorred, 
above all, because it involves a denial of personality and an abro- 
gation of responsibility. 

But if, disliking the idea of a world resting on compulsion, you 
ask for an alternative which will preserve our free society, I sug- 
gest, as the second of my possible devices for the future that you 
might consider what can be done towards a solution of the age- 
long question of Incentive. And in some ways this is the most 
urgent of all our industrial problems, for never since the finest 
trumpetings of the mercantilists, has the clarion-call to work 
sounded so insistently as to-day. The idea of “ Incentives,” 
however, seems to involve the acceptance of the view that the 
natural man does not love work, or that he does not love it or 
endure it cheerfully, except in moderate doses. Yet apparently 
this innocuous proposition seems to be one which it is rather 
dangerous to advance in certain circles. For moralists tell us that 
we ought to love our work, and tend to think that if we have not 
yet reached that stage, the fault lies not in Man, but in the organi- 
sation of labour. As Fourier said in one of his illuminating flashes 
of vision: ‘‘ Morality teaches us to love work; let it then know 
how to make work lovable.” And as you may have discovered 
in your miscellaneous reading, any suggestion that mankind as a 
whole have in their make-up a something which leads them to 
regard work as no more than a second-best way of passing the 
time, is at times roundly described as a foul slander on our fellow- 
men. Yet I am unrepentant. I am sufficiently under the 
influence of Jewish mythology to believe that work is a curse, and 
I take refuge under the broad wings of St. Thomas Aquinas, who 
somewhere has tersely summarised Man as an animal laborem 
fugiens. What I would reject as a “foul libel”’ would be the 


















SE Eee aw ill Dl 


ou 


TN aT Uhh CUD 


SS eS SS OS SS CO 


TF Vv FF WSS Oe 


} 
l 
) 
} 
} 








1949] ECONOMICS : YESTERDAY AND TO-MORROW 525 





suggestion you may also have encountered that Man is as 
lazy as he dare be without risk of being found out. Searching my 
own heart in a desire for a just delicacy of statement, and con- 
templating a life-long struggle against what Godwin called the 
“ allurements of sloth,’”’ I would confess for myself that I have been 
just about as lazy as my self-respect would allow. That, when I 
come to think of it, is rather a nice formula, tossing the ball back 
to our friends the moralists. 

Work, for the present, then, I assume to be something which 
soon comes to be avoided, except for a small happy section of the 
community whose work and whose play merge into each other—the 
small body of insincere cranks who in Who’s Who describe their 
recreation as ‘‘ More Work.” We work because we must; we 
consent to do more work, because of additional inducements and 
incentives. But in the new world to which we are moving the 
question of incentive, of overcoming Man’s disinclination to work, 
will of necessity become vastly more difficult, just because the 
older incentives in their harsher form must become enfeebled as 
we seek to guarantee security and a reasonable standard of life 
in all circumstances. 

Doubtless the problem of incentives should be considered along 
with the allied question of the removal of disincentives, if we may 
lapse into the barbarous jargon of these times. Iam not sure that 
the Authorities realise how powerfully in certain circumstances the 
present Income Tax arrangements operate to restrict effort. The 
fact that payments in respect of overtime may bring into the 
group that pays Income Tax a worker who would otherwise be 
exempt leads him to assign the whole of the tax exclusively to that 
portion of his earnings that come from the extra hours worked. 
He complains that whereas he has from time immemorial been paid 
time-and-a-half for work outside normal hours, he is now being 
fobbed off with three-quarters time : he is, in fact, being paid at a 
lower rate for his overtime than for his ordinary day’s work. 
There is, of course, a catch in it; but if you discuss the matter 
with him, unless you are a very good dialectician, he has a fair 
chance of persuading you that he is right. 

Waiving the question of the removal of such “ disincentives ” 
which I mention merely to complete the picture, it remains true 
and regrettably true, that the only effective incentives are of a 
material character, with an appeal to the individualistic and com- 
petitive instincts of mankind which we are supposed to be eradicat- 
ing. You may ring the changes on higher rates of pay and ingen- 
ious bonus payments; you may bring in shorter hours; but you 
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are still moving on the material plane and appealing in one way 
or another to the desire of gain and comfort. Nor do you escape 
(entirely, or at all) this material character by giving better seats 
at the Opera, or tours to the Northern Capitals, on the Kraft 
durch Freude principle. And as I said, precisely because we are 
moving into a better world, this problem of incentive must become 
more difficult; it may, indeed, turn out to be the acid test of the 
stability of our future economy. We have the firmest assurances 
that the Government will in future accept the task of maintaining 
full employment, though doubtless ‘‘ full employment ”’ may be 
variously defined. The testing time which will reveal whether the 
State has at all times and in all circumstances the power to fulfil 
this undertaking still lies ahead. But if full employment is defined, 
as it sometimes has been defined, as a world in which there are 
more jobs than men, then I tremble as in the presence of a night- 
mare. I am aware that I am again endangering my life, for I 
have already read the words of ecclesiastical dignitaries, censuring 
the cruelty of those who would drive men to work under the lash 
of hunger. One ought to be able to assume in bishops a knowledge 
of the Book of Genesis. The whole of Man’s existence on earth has 
been a struggle for the conquest of bread. In a world where there 
are more jobs than men, it is fairly obvious that two things will 
happen. First, and by definition, a number of jobs will remain 
unfilled, and it is not difficult to say which jobs these will be. 
Man, more suo and laborem fugiens, will avoid those tasks which, 
for any reason, are regarded as unattractive, unpleasant or unduly 
arduous, though it may quite possibly be that without these a 
city may not stand. And simultaneously, higher up the scale, 
employers in desperation will spend their days enticing away the 
employees of others by the offer of higher wages, so that in the 
end we may say of wages, in the words of Isaiah (in his metrical 
version) : 





On eagles’ wings they mount, they soar. 


It is sometimes instructive to see on a small scale what may later 
happen on a larger. To-day you have a fairly good illustration 
of a world of more jobs than men, if you take the market for 
domestic service. Domestic servants, so far as they survive, 
having read their Bernard Shaw, make a bee-line for widowers’ 
houses—elderly widowers, with no children about the place. I 
do not blame them; I should do the same myself. An elderly 
widower who spends all his evenings at the Club provides a haven 
of peace compared to anything that can be offered by a harassed 
young woman with four children. Also the elderly widower is 
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more squeezable in money matters. At present, accordingly, the 
survivors of the race of domestic servants flock to the houses of 
those who in many cases might be better dead, and avoid those 
homes where the need is the sorest. This is almost a parable of 
what would take place in a world of more jobs than men; and 
the only possible remedy is clear. If there is a danger that certain 
essential tasks may remain undone because no one is willing to 
undertake them, the State, even if professedly shunning com- 
pulsion, would have to devise means of coercion. And so by 
another route, you are brought back to compulsion which we have 
already considered. 

While on this question of incentive in this present transitional 
world, and with men as we still know them, I should like to allow 
myself a passing observation on two points in partial criticism 
of the tendencies of our time. First, am I perverse in sometimes 
feeling that to-day we are tending to be far too impatient of any 
suggestion of inequality in any sphere of life? I am still enough 
of a Saint-Simonian (and for that matter, a Fourierist) to consider 
that it is only by admitting a certain measure of inequality, some- 
thing of the nature of a hierarchy, that we shall be able to get 
anywhere at all, or be able to make the machine march. The 
only place where there is absolute equality (just as it is the only 
place where there is absolute security) is in the grave. There is, 
I think, no harm in a certain degree of inequality, on two con- 
ditions : first, that the resultant disparity should not be offensive ; 
and secondly, that there should be no barrier in the way of the 
somewhat-less-favoured of to-day becoming the somewhat- 
more-favoured of to-morrow by their own efforts, and (admittedly) 
by such an admixture of luck as you will never eliminate from life. 
Life always has been, and always will be, something of the nature 
of a race; and the young at least would have itso. But there is 
not much fun in taking part in, or in watching, a race where in 
advance the umpires impose handicaps which will effectively 
ensure that all the competitors will arrive simultaneously at the 
winning-post. In fact, incentives won’t work, unless you are 
prepared to allow some inequality of one kind or another. And 
there is this further point. We turned to the possibility of devis- 
ing effective incentives, in order to avoid compulsion and to pre- 
serve our free society. But, indeed, though Liberty and Equality 
have been for a century and a half yoked with Fraternity in a 
curious and uneasy Trinity, nevertheless, Liberty and Equality are 
natural enemies. It is the dilemma which vexed William Thomp- 
son for a life-time—a dilemma from which he never escaped. 
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For if we are to be free, and if we exercise our freedom, we must 
be free to be, among other things, unequal. On the other hand, if 
we are to be equal, it will be only because we are forcibly com- 
pelled to be equal, and denied the liberty of surpassing our fellows. 

The second general point which I would merely mention in all 
this question of incentive and work is whether we may not have 
been striving somewhat too zealously and automatically in the 
direction of a shortening of the hours of work, regarding this as an 
end desirable in itself and in all circumstances and apart from all 
other considerations. It is a curious situation that a time marked 
by unremitting calls for increased activity should also be marked 
by continual strivings for reductions in the hours of work, and in 
some cases in the number of days in the working week. I am 
aware that I am again in danger of seeming to speak with the voice 
that betokens the heart of the callous slave-driver, and therefore I 
must tread delicately. I have already admitted that work is, in 
our professional jargon, a disutility; but those of us who have 
intermittently lapsed into work will probably agree that it is not 
such a loathsome thing as might be imagined from the unguarded 
talk of men taking their Sunday ease in theirinn. It is not nearly 
so objectionable as, for instance, idleness spent in boredom. I 
am merely concerned to suggest a doubt as to the correctness of 
the assumption which we seem to make that every reduction in 
the hours of work must of necessity be a blessing in all cases. 
Doubtless at this point we pass the invisible frontier between 
Economics and Ethics; but I would like to suggest that the 
question whether a diminution in the hours of labour is or is not a 
blessing depends in part on the use made of the additional non- 
working hours. Ideally I would like a reduction in the hours of 
work to march hand-in-hand with a more intelligent use of the 
hours of leisure. A mere increase in the number of hours when a 
man does not know quite what to do, when he is merely a nuisance 
about the house, is probably a curse rather than a blessing. For 
assuredly, leisure unless it is filled with some occupation that 
almost assumes the dignity of work has, like other things, diminish- 
ing utility. 

I have offered you compulsion; but you say that if possible 
you would prefer to retain your freedom. I have suggested that 
you endeavour to solve the question of Incentive in a free society ; 
but you tell me that there may be something illogical in our new 
society in relying on incentives which, at their worst, as in T'aylor- 
ismus, are unlovely, and which are of necessity material in their 
nature, with an individualistic appeal, inevitably differentiating 
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if not dividing men. The third course—I promised you three—is to 
enrol yourself frankly among the followers of Lenin (for this 
purpose) and wait in faith for the emergence of a better Man, for 
the universal prevalence of a higher order of morality than that 
now to be found among us; when in consequence the worker will 
no longer (the words are Lenin’s) “‘ calculate with the shrewdness 
of a Shylock whether he has not worked half an hour more than 
another, whether he is not getting less pay than another ’”’; 
when “ the necessity of observing the simple fundamental rules 
of human intercourse will become a habit.’’ Admittedly this is a 
long-term policy and a long-term hope, and postulates in the words 
of Lenin “‘ a person unlike the present man-in-the-street.”’ 

How far we can make ourselves fit to live in a better world by 
evolving a higher type of morality is presumably not an economic 
question. Nevertheless, I may not omit it to-day, because in the 
past—Louis Blanc is a useful example—it has so often been hoped 
that our economic difficulties would be solved in some such way. 
Nearly all our ardent reformers have confidently trusted that in a 
better world where all things are held and operated on behalf of 
the community, a higher order of morality would prevail. When 
workers could feel that they were working for their fellow-workers 
and not merely for the gain of another, they would adopt a new 
code of behaviour. Admittedly it will be a slow process, even on 
Lenin’s own showing; and therefore perhaps we should not be 
impatient. I doubt whether so far anyone who in the past 
would have swindled the Railway Company has started like a 
guilty thing upon a fearful summons on observing that the letters 
“L.N.E.R.” had been replaced by “ B.R.” Also we have made 
doubtful progress towards industrial peace; for apparently em- 
ployment by the State or by a National Board does not necessarily 
mean bliss and content for all concerned. There is a devastating 
sentence in the second Annual Report of the Coal Board. It tells 
with restrained gratification that there were no official strikes 
during the year; “but,” it adds, “there were 1635 unofficial 
strikes where men stopped work in defiance of their Union.” One- 
thousand-six-hundred-and-thirty-five ! One is reminded of the 
love affairs of Don Juan : “‘ And in Spain, a thousand-and-three.” 
Here surely, in the cold statistics of the Coal Board, is an illuminat- 
ing figure significant of the economic and psychological friction 
prevailing in our society. It will assuredly take some time before 
we are all prepared to crucify Self to such an extent as will qualify 
us for admission to Lenin’s heaven. 

And so I leave it—somewhat inconclusively, like certain 
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modern composers who end without even asking a question, but 
merely because they have exhausted their time or their paper. 
Compulsion, shall we say, is detestable and ultimately immoral. 
Incentive is essentially a species of bribery, relying on the com- 
petitive instincts and leading us back to what some would have 
us regard as the jungle of individualism. I am all for the evolution 
of a better Man, and for that matter of a better Woman; but it is 
a slow process for frail creatures whose years are three-score-and- 
ten. Perhaps in the end there is a conclusion, though it is not 
aneconomic one. It is that before we can be trusted to live in the 
New Jerusalem, we must first of all be‘fit to walk the streets of 
the New Jerusalem. And as applied to our transitional times, I 
would suggest that despite all superficial appearances, the New 
World into which we are moving is not going to be a world which 
will make everything easy for everybody by giving everybody 
everything. Ifit is to work, it will be a world which will make vastly 
greater demands on everyone. It will demand that most difficult 
of all things to attain, that plant of very slow growth, a higher 
standard of public and private morality in all things, and in 
particular the suppression of Self. For Socialism is parading 
under a false name, unless it means an order of things in which we 
forget ourselves in our zeal for the good of society and of our 
fellows, and in which speculation as to our place in the queue 
is the last thought that occurs to us. And it is not I, but Lenin 


who says so. 
ALEXANDER GRAY 
Edinburgh University. 
























DEMAND FOR COMMODITIES IS NOT’ DEMAND FOR 
LABOUR 


MopDERN economists employing Marshall’s principle of derived 
demand have had no difficulty and much enjoyment in establish- 
ing to their own satisfaction the utter fallacy of Mill’s “ fourth 
proposition regarding capital,’ that “demand for commodities 
is not demand for labour.’”’ 1 The most recent writer to dismiss 
the proposition on this ground is Professor Pigou, whose article on 
“ Mill and the Wages Fund’”’? also follows convention in attributing 
the fallacy to the prior fallacy of the wages-fund doctrine itself. 
The purpose of this article is to take issue, through Professor 
Pigou’s brief comments, with those who have taken issue with 
Mill; to argue the fallacy of the fallacy, or rather to protest 
against the superficiality of this interpretation of Mill’s proposition. 

The issue of interpretation is important, since it raises the 
general problem of methodology in the study of the history of 
economic thought. If the historical study of economic theories 
is to amount to anything more than the cultivation with invidious 
intent of a rather uninspiring branch of folk-lore, it is essential 
that it deal scientifically with the authors who constitute its 
raw material. In particular, since the capacity for rigorous 
analysis is not often closely associated with the capacity for 
economic intuition, it is necessary to distinguish carefully between 
the two major problems of the history of economic thought. 
These are, on the one hand, the development of analytical 
technique—the rate of technological progress in the machine- 
tool industry of economics—and on the other hand, the degree of 
unlerstanding of economic processes and problems evidenced by 
the great economists of the past—the calibre of the entrepreneurs. 


1 J. 8. Mill, Principles of Political Economy, Ashley edition, Book I, Ch. V, 
Sec. 9, pp. 79-88; cf. also pp. 55-6. The proposition is of long standing in the 
history of economic thought; ef. D. Ricardo, Principles of Political Economy 
and Taxation, 3rd edition, London, 1821, Ch. XXXI, pp. 475-8; also R. 
Cantillon, Essai sur la Nature de la Commerce, Pt. I, Chs. XIV and XV, pp. 76- 
113. The essential point is put more clearly by Ricardo than by Mill, although 
Ricardo’s argument has also been misunderstood (for example, E. C. K. Gonner, 
Ricardo’s Political Economy, London, 1891, pp. 389-91). What is in the author’s 
opinion a correct interpretation of Mill’s proposition is that of Professor Laughlin 
(J. L. Laughlin, Principles of Political Economy by John Stuart Mill, New York, 
Appleton, 1884, pp. 87-92). 

? Economic JourNAL, Vol. LIX, No. 234, June 1949, pp. 171-80. Professor 
Pigou’s argument (pp. 174-5) is identical with that of Marshall (Principles of 
Economics, 8th edition, London, 1920, p. 828) and of Professor Gonner (op. cit.). 
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The study of the first problem requires a critical evaluation 
of the comparative technical efficiencies of systems of economic 
theory, whereas the study of the second requires an assessment of 
the economic efficiencies of the economists applying those systems, 
Since the methods of approach are different, and the conclusions 
with reference to any particular economic author likely to differ, 
it is essential to confine the conclusions of each type of study to 
its own sphere, and particularly to avoid identifying inferior or 
superior technique with inferior or superior economic insight. 

In order to avoid this latter confusion, and the tendency 
towards excessive self-congratulation which is associated with 
it, it is absolutely necessary that two principles of sound methodo- 
logical criticism be strictly adhered to. The first is that the 
validity of a proposition in the form in which it is stated depends 
on the structure of the theoretical system from which it is derived, 
and must be assessed with reference to that system and not some 
other; it should be emphasised that it is the logical structure 
of the theory, and not the validity of its factual assumptions, 
which is here in question. The second principle is that a pro- 
position drawn from one theoretical system may appear fallacious 
or even nonsensical in terms of another theoretical system, and 
yet prove to be quite sensible and even fruitful when properly 
reformulated to conform to the logical structure of that system.! 

These principles are obvious enough, even trite, but never- 
theless have often been neglected; one may cite the nineteenth- 
century treatment of the mercantilists, and the twentieth-century 
treatment of certain alleged ‘‘ monetary cranks,” both of which 
groups have since been restored to respectability by the charitable 
efforts of the employment theorists. It is the argument of the 
remainder of this article that Mill’s fourth proposition has 
received similarly superficial and unscientific treatment at the 
hands of its modern critics. 

The validity of the proposition, within the framework of the 
wages-fund theory, is accepted by the critics at least by implica- 
tion, and is in any event convincingly established by Mill. The 
argument may be summarised as follows : the demand for labour 
to produce commodities being determined by the size of the fund 
set aside by capitalists for the payment of wages, the purchase 

1 The converse is also possible : a proposition of one theoretical system may 
appear sensible in another, and yet be unnecessary and needlessly complicating 
in the latter system. An example is the connection of rent with diminishing 
marginal productivity, which was logically necessary in the Ricardian system, 


but is unnecessarily restrictive and needlessly confusing when incorporated in 
the framework of the modern theory of value. 
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by any individual of the commodities produced does not deter- 
mine the demand for labour (although it does determine the types 
of commodities produced), since the decision as to whether the 
proceeds of sale will be used to re-create the wages fund still 
rests with the capitalists. The only way in which an individual 
can influence the demand for labour is by not consuming goods— 
either saving and adding to the wages fund (thereby increasing 
the demand for ‘ productive” labour) or substituting labour 
services for commodities in his own consumption (thereby 
increasing the demand for ‘“ unproductive ”’ labour). In either 
case, the commodities for which saving or services are substituted 
will now be purchased by labour out of its increased income, so 
that there will be no offsetting reduction in the demand for labour 
to produce commodities. 

It is important for the subsequent argument to note that Mill 
does not deny that the production of commodities involves the 
employment of labour; his argument is simply that expenditure 
on labour services results in a larger total demand for labour than 
does expenditure on commodities. ‘I apprehend that if by 
demand for labour be meant the demand by which wages are 
raised, or the number of labourers in employment increased, 
demand for commodities does not constitute demand for labour. 
I conceive that a person who buys commodities and consumes 
them himself, does no good to the labouring classes; and that it 
is only by what he abstains from consuming, and expends in 
direct payments to labourers in exchange for labour, that he 
benefits the labouring classes, or adds anything to the amount 
of employment.” 4 

It is quite obvious that Mill’s argument is logically valid, in 
the form in which it is presented. It is also evident that, super- 
ficial appearances to the contrary, Mill is not denying that labour 
is required for the production of commodities; and that there- 
fore it is no refutation of his proposition, or demonstration of 
fallacy, to re-assert the principle of derived demand. It follows 
that the argument put forward by Professor Pigou and others 
misses the point, and in the process violates the first of the 
methodological principles previously stated. 

The proper approach to Mill’s proposition is not to test the 
bald formulation of it against the formal conclusions of modern 
value theory, but to disentangle his argument from the faulty 
apparatus of the wages-fund doctrine and determine how far it 
retains meaning when re-cast in the terminology of modern theory. 
1 Mill, op. cit., pp. 80-1. 
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One line of approach is to investigate the implications of the 
sentence (quoted by Pigou) which introduces the proposition: 
‘“‘ What supports and employs productive labour, is the capital 
expended in setting it to work, and not the demand of purchasers 
for the produce of the labour when completed.” This can be 
interpreted} as the extremely important dynamic proposition 
that the demand for labour in production is not determined by 
current sales receipts, since production must always take place 
in advance of consumption, and the entrepreneur is under no 
obligation to maintain working capital intact. On this line of 
thought, the proposition that “‘demand for commodities is not 
demand for labour ”’ points the way to the analysis of time-lags, 
expectations and inventory cycles, and the wages-fund doctrine 
itself becomes a crude form of sequence-analysis. 

This interpretation, while suggestive, is unsupported by the 
remainder of Mill’s argument on the subject; and it seems 
excessively generous to Mill, whose dynamics after all were of the 
Harrodian rather than the Hicksian variety. More seriously, 
if this view were accepted as the complete explanation of the 
proposition, the charge of fallacy would be justified, since the 
principle of derived demand would still apply to the circular 
flow economy of static analysis, allowance being made for the 
possibility of interest being deducted during the period of pro- 
duction. Professor Pigou’s argument would then be quite valid, 
although it might be considered somewhat unfair to attack Mill 
on page 173 for ignoring the possibility that entrepreneurs may 
independently alter the size of the wages fund, and to attack 
him again on page 175 with an argument which itself ignores that 
possibility. 

However, as already demonstrated, Mill is not attempting 
to deny the principle of derived demand, and a mere reaffirmation 
of it does not constitute a proof of fallacy committed on his part. 
His proposition is rather concerned with the fact that while 
part of the demand for labour is derived from the demand for 
commodities, part of it is a direct demand for labour services; 
and that in respect of the latter demand, labour is a substitute 
in consumption for commodities. Moreover, he argues, since 
the labourers directly employed in providing services spend their 
incomes on commodities, the demand for labour derived from the 


1 The interpretation is that of Professor J. A. Schumpeter. The author 
begs the reader’s indulgence for a purely private argument; in extenuation he 
acknowledges his many debts to Professor Schumpeter, who first stimulated his 
interest in the scientific aspects of the subject. 
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production of commodities will be the same in the two cases. 
The proposition amounts to this : that demand for commodities 
is not demand for labour, in the sense that the former does not 
and the latter does give rise to a direct demand for labour in 
addition to the derived demand. 

What Mill seems to have had in mind is a rather crude con- 
ception of the process of production in terms of stages, crude 
insofar as all commodities are assumed to take only one stage for 
production and services to take two stages (t.e., labour into 
commodities, and commodities into labour services). In static 
analysis this amounts to the assumption that the labour-co- 
efficient of production of services is double that of commodities. 
This leads to the point made by Mr. Dobb,! that the proposition 
that “demand for commodities is not demand for labour ”’ in 
Mill’s sense, with its corollary that the direction of demand among 
commodities does not affect the total demand for labour, depends 
on the assumption that the labour-coefficient of production is 
the same for all commodities—in Mr. Dobb’s terminology, the 
organic composition of capital is constant throughout industry. 
This is, of course, not the case in fact, and once the assumption 
is abandoned the bothersome and artificial distinction between 
services and commodities disappears. The proposition can then 
be reformulated in general terms as the highly interesting theorem 
that the demand for labour is greater or less according to whether 
the demand of consumers is directed towards more or less labour- 
intensive forms of want-satisfaction. 

Since Mill’s formulation allows the demand for labour to 
influence either the level of wages or the volume of employment, 
his proposition may be taken to give rise to parallel propositions 
in the two main divisions of modern economic theory, the theory 
of value and the theory of employment—or micro-economic and 
macro-economic theory. Both propositions relate to important 
problems which have received comparatively little attention. 

The micro-economic proposition relates to relative shares in 
the national income. It is that, given factor supplies and the 
technical conditions of production, the division of income between 
labour and capital depends on the preferences of the community 
as between relatively labour-using and relatively capital-using 
types of goods—so that factor-owners have an interest in demand 
being directed to industries which use their factors relatively 
intensively. An elegant demonstration of this proposition, 


* M. H. Dobb, Political Economy and Capitalism, revised edition, London, 
1940, pp. 43-5. 
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employing the technical apparatus of the community preference- 
system, the community transformation-curve and the production 
contract-box, could easily be elaborated along the lines developed 
by Professors Samuelson and Stolper in their study of the effects 
of international demand on factor incomes.* 

The macro-economic proposition relates to the employment 
multiplier. It is usually assumed that there is a unique function 
relating employment to the level of income; Mill’s proposition 
would indicate that the employment multiplier for a given initial 
expenditure will be greater or less according to whether the 
expenditure is on relatively labour-using or relatively capital- 
using items, a point which has important policy implications, 
The proposition could be established by a small dose of the usual 
algebra ; ? if it is assumed that the marginal propensity to consume 
from labour incomes is greater than the marginal propensity 
to consume from capital incomes, the conclusion becomes even 
stronger, though it does not depend on this assumption. 

The foregoing argument is presented as a methodological 
sermon, with the dual purpose of demonstrating that Mill’s 
fourth proposition is neither fallacy nor paradox, but a crude 
statement of an important economic truth, and illustrating the 
fallacy of hunting fallacy by testing the statements of one 
theoretical structure against the conclusions of another. If the 
argument should seem at some points excessively generous to 
Mill, the author can only claim the sermoniser’s privilege of 
transgressing mildly his own methodological standards. 

Harry G. JOHNSON 

Jesus College, Cambridge. 


1 P. A. Samuelson and W. F. Stolper, ‘‘ Protection and Real Wages,” Review 
of Economic Studies, Vol. IX, No. 1, November 1941, pp. 58-73. The problem 
of the effects of changes in the technique of production on relative shares, which 
was closely associated in the classical analysis with the problem of the distribution 
of demand (e.g., Ricardo, op. cit., Ch. XXXI, pp. 466-75) has been much more 
exhaustively studied by modern economists. 

2? Taking HZ to represent the initial expenditure (measured in wage-units), 
N the level of employment, c the marginal propensity to consume and k the 
average labour-coefficient of production, the multiplier for an increase of expendi- 
ture on services is 


dN — 2 3 _— ! . 

ay, ~ ht O + B+ Oh +... 1 + Alli — 0) 
and for an increase of expenditure on goods is 

aN _ . 2]. — / - 

dE, ~ kt+teckitck+....=k(1/1 —c). 


The former is necessarily the larger for values of k less than unity. Mill’s argu- 
ment assumes that c = k = 1, and that the ‘‘ income-propagation period ”’ for 
service industries is negligible; and it employs a truncated multiplier extending 
over only one period. : 

















THE MULTIPLIER AS MATRIX 


Tue great attraction of the Keynesian system is its simplicity, 
which is, at the same time, its danger and its limitation. I 
propose to indicate how we may relax its cruder aggregative 
aspects without too hopelessly complicating matters. To accom- 
plish this step we naturally turn to the Leontieff matrix as an 
adequately simple representation of general equilibrium. Yet it 
is generically different from the Keynesian system by being 
homogeneous, i.e., the proportions are unique, but the scale of 
the whole system may be any multiple of the correct proportions. 
Only a small change is required to transform the one into the 
other, but it is just this small change which is necessary to study 
the short run generation and propagation of income. 

The generalisation of the Keynesian system proceeds perfectly 
naturally in two directions. If we extend his concept of a 
marginal propensity to consume of less than one, to all other 
industries, we get a matrix multiplier with extraordinary formal 
analogies with the simple multiplier. To counterbalance the 
increased complexity, there is a much richer, more complete result. 
Even though a matrix multiplier should prove too difficult in 
practice, it yields considerable clarification of principle, for by 
taking a broader standpoint, it shows more clearly the meaning 
and limitations of the Keynesian multiplier. 

The compound-matrix multiplier may be broken down into a 
kind of simple multiplier for each sector. Correspondingly we 
must have given not only total investment but also its distribution 
by industry. These sector multipliers may be sorted out in such 
a way, by a change of variables, that there exist separate and 
independent multipliers of exactly the same form and simplicity 
as the Keynesian multiplier. Or again we may develop a single, 
massive multiplier which applies to all transactions instead of 
income alone, and which is a weighted mean of all sector 
multipliers. 

The second direction of generalisation is the dynamical one. 
It is fairly generally agreed that Keynes was wrong to maintain 
rigidly the notion of a purely static multiplier. Granted the 
existence of lags in the flow of payments, we find that usually 
only one lag is assumed, specifically the one between income and 


consumption. The obvious extension is to admit a lag between 
No. 236—VoL. LIx. 00 
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income and expenditure for every industry as well. This leads 
to a dynamical-matrix multiplier which again shows an almost 
complete formal analogy with the simple multiplier. Although 
still a crude simplification, such a system does make a first step 
towards a realistic picture of the actual circular flow of payments 
in an economy. Any money spent is propagated with an unex- 
pected slowness through the succeeding sectors even though any 
individual sector lag is short, and this aspect of the mechanism 
tallies with the observed sluggishness of the economy in response 
to spending programs. 

The consequence of many short lags cannot be demonstrated 
exactly, because the result is not one long lag but a distributed 
lag, and this is derived for the particular case of consumption in 
order that it may be compared with the usual assumption of a 
single lag. As a result of the slow, staggered filtering of pay- 
ments through the mechanism, their effects may get out of step 
in such a way as to create oscillations of any magnitude or dura- 
tion. Thus the introduction of many lags leads to qualitatively 
different behaviour from that of the dynamical Keynesian multi- 
plier. It is a remarkable fact that the dynamical-matrix 
multiplier can be shown to have necessarily an oscillatory element 
in its behaviour. 

We may first consider in simplified form how Keynes modified 
the older approach, in order to see how, pursuing the same line 
of development, we can best modify his own. 

Let us represert an economy by 


Yi2+ ee — V“ = ry 
+ + 
Yo . o 0666 6960 OO 000 468 60S + Yon = rie 
+ +. + + 
(1) . . . 
+ + . ¥,~1,0 + 
a ae ee es « walk 
I I ll | 
Rie TA pa ccninsinehanmecicaien TF, a 


These symbols stand for money quantities and Y;; means Y units 
of the product of i industry sold to j industry (or better sector, 
since it need not be homogeneous or indeed an industry at all, 
e.g., the Government). Although it is not strictly necessary, it is 
helpful to assume a closed economy for simplicity. ,Y; is the 
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total revenue from the sale of j’s product; .Y; is the total expendi- 
ture made at the same time by sector 7. Again merely for 
simplicity we lump all the owners of factors of production into 
one sector » and call it households. _ 

If we add all sales (rows) we get P7', total transactions. If 
we add all of the expenditures (columns) we get also PJ’. The 
sum of outlays is identically equal to the sum of all receipts, since 
we merely add the same things in different order. This is a 
peculiarly trivial tautology, completely devoid of empirical con- 
tent, but not altogether useless since it is sometimes ignored. 

This system is very general: it need not be stationary, and 
it may be analysed statically or dynamically. The tautology I 
shall call Say’s Law of the First Kind, without necessarily implying 
that it correctly represents that much disputed proposition of 
J. B. Say. Here it takes visible form in the fact that every 
element in the matrix of the system is necessarily at once in a 
column (a purchase) and in a row (asale). Every sale is a purchase, 
or supply is also demand. Any attempt to narrow and sharpen 
the law involves an empirical element, and hence cannot be stated 
as self-evident and necessarily true. Yet the wider version is not 
useless. Keynes implicitly accepted it, for his multiplier argument 
(and the equality of savings and investment) rests upon it. 

That it is so may easily be demonstrated from equations (1). 
The sum of the columnar sums is equal to the sum of the row 
sums so that 

(2) RY n wads Yn — (Y, —— rY) + (Ye ad rY 9) MET 

+ (.¥n-: — rYn-1)- 
Savings (absorptions of purchasing power by households) equals 
investment (injections of purchasing power by firms). Since all 
the terms on the right-hand side need not have the same sign, we 
are naturally led to a generalisation : the algebraic sum of injec- 
tions (an absorption being a negative injection) in a closed 
economy is zero. 


(3) 2 (Yi — 2¥) =0. 
If we assume that consumption is linear in income we get 
1 
(4) rY,= a + (eYy— nV y) +--+ + (eYn-1 — 2 Yn-1)], 


where « is the marginal propensity to consume and b the con- 
sumption independent of income, and thus we get the multiplier 
in the usual form. The income must be the multiplier value of 
the elements of expenditure not out of receipts. These are, for 
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households, the constant expenditures which are not determined 
by the level ofincome. For firms they are the excesses of expendi- 
tures over revenues, for the most part net investment, but not 
necessarily. For example, they may arise merely because of 
change, ¢.g., the spending of yesterday’s receipts to-day. They 
may be dividends paid out of past not current earnings, or con- 
versely there may be net investment going on even though 
expenditures exactly equal receipts. Treating the government 
as a sector, relief payments not tax financed, would be an injection 
though certainly not investment. 

In this system the rows, zY;, need not equal the columns, , Y;. 
If the equality of corresponding rows and columns be assumed, 
then we have what I shall call Say’s Law of the Second Kind. 
It is clearly not in general true. Thus if sector 7 arbitrarily 
increases its outlay (column 7), it does not follow (in fact it is 
almost certain not to follow) that its receipts (row 7) will increase 
by a like amount. Yet for all sectors taken together it is neces- 
sarily so, and hence the total system is in a kind of neutral 
equilibrium with respect to total transactions. 

In the early chapters of the General Theory, Keynes attacked 
Say’s Law of the Second Kind. Starting with all transactions, he 
cancels out inter-firm transactions and leaves national income. 
He then states that Say implies that the income generated is 
exactly equal to net (of inter-firm) output. Hence money avail- 
able to spend and spent on output is equal to the money value of 
output identically, with the consequence that the level of aggre- 
gate money output is indeterminate. If the nth sector is the 
total factor market, the proposition disputed by Keynes would 
be that the nth row is necessarily equal to the nth column. 
Obviously it may be so or it may not be so, but there is no neces- 
sity for it to be so, and hence it cannot be enunciated as a general 
law. It is almost never true for modern capitalist society, because 
the factor owners do not consume all they earn. 

To illustrate the point and lay the basis for further analysis, 
let us take a stationary state and make a static analysis of it, 
assuming given and fixed prices and production coefficients. 
The system may be written as : 
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where the a’s are the coefficients and the y’s the rates of money 
outputs or sales.!_ Under these restrictive conditions Say’s Law 
of the Second Kind holds, each sector disburses exactly its receipts, 
and the sum of the elements in any one column of the matrix of 
(5) is zero. If all firms act thus, all households do too by virtue 
of Say’s Law of the First Kind, for if we add all the equations, the 
first n — 1 columns annul themselves, so that we get 


n—1 


(6) _ (1 =— rod in)Yn = 0. 


Hence, if we have any income at all, the marginal propensity to 
consume, « = Laj,, must equal unity, so that y, the level of 
income is indeterminate. Consequently the matrix has a rank of 
n — 1 and the solutions are 
Ik Hg 

. = C . 
lt Yn™ 
where C is arbitrary and y* is any set of values which satisfies (5). 
The proportions are unique, but the general level is arbitrary. 
Such a system is a simple example of the doctrine which Keynes 
attacked. 

The “ classical ’’ economists knew, of course, that the whole 
of income was not necessarily spent, but they satisfied the Law 
of the Second Kind by including a capital market which achieved 
the result. A preponderance of opinion has followed Keynes in 
denying that the interest rate is able to accomplish so difficult a 
task. Therefore we cannot assume that households automatically 
disburse all their receipts, and we must assume a marginal pro- 
pensity to consume of less than one. For equations (5) this 
means that the rank of the matrix is raised to n and that any 
solution other than zero must be due to the inhomogeneous 
elements (the injections). There is a great deal of empirical 
evidence, summarised in Allen and Bowley, Family Expenditure, 
for approximately linear consumption terms, so that we might 
write the nth column as 


(7) 


AnYn + Oin 
(8) . : 
Qn —1,nYn + On—1,n 


1 The a’s may be obtained by dividing all the elements of any column by its 
element along the principle diagonal (the sector output) thus obtaining the input 
ratios. The array of coefficients is the Leontieff matrix, where all intra-industry 
sales are ignored, and where prices are absorbed into the technical coefficients. 
Cf. The structure of the American Economy, 1919-1929, Cambridge, 1941. 
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or summing 


n—1 


(9) oe (1 aa On) Yn + 2 Pin 


where the one represents the negative expenditure which is the 
income of the factor owners. This is a linear consumption 
function with a constant marginal propensity to consume, « = 
xa;,. Likewise, we know that firms do not merely disburse what 
they receive, but they sometimes disburse more and sometimes 
less. In principle at least, we may separate the injections from 
the passive current account, which would be the only one in a 
stationary state. Calling net injections 6, we may write any 
column j as 

Ajj bij 

(10) : : 

Oni Ong 
and summing, the stationary elements annul themselves, so that 
we get 


by 


for the net injections or sources of spending. Households or firms 
may either be sources or sinks of the flow of funds, though by 
Say’s Law they cannot all be the one or the other at the same 
time. We may now rewrite our equations (5) as 


"y 2b,; 
i 
(11) @\4¥p = — 4: 
Db, 
| _ 


This inhomogeneous system is consistent, since the augmented 
matrix has the same rank as the unaugmented, and it therefore 
has a solution, and that solution is unique. This solution is the 
multiplier value of the total injections. It is convenient to add 
all the other rows to the last row, which makes an equivalent 
system with the same solution as (11). 
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By thus isolating the lowest diagonal element, we are able to solve 
for national income, y,, without solving for all the other variables. 
Lby 


—— 2am 


This shows quite clearly the basis for the Keynesian method of 
treating income and its intimate connection with Say. By virtue 
of applying Say’s Law of the Second Kind to firms but refusing to 
do so to households, he was enabled to separate out national 
income and make an important and difficult problem easily 
soluble. 

The Statical Matrix Multiplier 


The simplicity of the Keynesian method is perhaps justification 
enough. Yet it is worth while raising the question of the sound- 
ness of applying Say’s Law of the Second Kind to firms. It is 
well known that firms tend to absorb funds at some times and to 
inject them at others. There are the phenomena of internal 
financing, of the failure to disburse earnings, of heavy fixed 
charges and of the payment of dividends above current earnings. 
Although these actions may be legally imputed to households, 
none the less the decisions and determining factors lie in the 
industries. In fact, there is a considerable body of evidence for 
linear total cost functions (over a considerable range) with a high 
positive intercept. Or to put it another way, marginal cost is 
constant and well below price. In view of these facts it would be 
wise to drop the, admittedly highly convenient, technique of 
equating current receipts and expenditures. 

In accord with this hypothesis we must change the typical 
element in the equations from a,y; to ayy; + by + By(t) where the by 
are the fixed outlays and the f, are the outlays not explained by 
the level of output. The fixed costs or outlays are, of course, 
variable in the long run, but have undoubtedly considerable 
constancy in the short run, and it is for this case only that the 
multiplier is useful. The Leontieff data are not sufficient to 
determine the two constants aj and b;. What is necessary is 
to have two (at least) levels of output which are not distinguished 
by differences in prices or technology, or other equivalent supple- 
mentary information. 

Adding all the coefficients in any column j, we get 


wad (1 — 2ay), a # j; 


and calling a; the marginal propensity to spend, a, we see that 
in effect we have a kind of multiplier (or as it would be better to 
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call it, a divider) for each sector. In the case of industries the a, 
is approximately the same thing as marginal cost, and hence we 
may base our assumption of a constant marginal propensity of 
less than one on the evidence for marginal costs that are constant 
and less than price over a considerable range. 

In order to simplify notation, b; and Bj; may be lumped 
together and called injections, b;. Also they may be taken as 
constants, since variable injections may be considered as a series 
of different constant injections, each of which lasts for a short 
time only. It is helpful, to emphasise the extraordinary formal 
analogy between the Keynesian and the matrix multiplier, to 
rewrite equations (11) as 


= ae sn 


where a is redefined to be the same as before except for the 
omission of the units along the principle diagonal, and where I 
is the unit matrix analogous to unity in scalar algebra. The 
solution then is 


om eed 


which says that the list or vector of transactions is equal to the 
matrix multiplier value of the vector of injections, 7.e., specified 
not only as to total amount but also by sector in which they are 
spent. It yields much richer results than the Keynesian multiplier 
as well as more accurate and useful ones.1 Unfortunately it also 
removes multiplier calculations from the sphere of the ordinary 
economist, who can afford neither research staff nor elaborate 
calculating machinery. 
Adding all the equations to the last one in (14), we get 


(15) (1 — ay)yy + (1 — ag)yg + . +--+ 0ee + (1 — om )Yn = Xbis 
which may be rewritten as 
(1 — ai)yi 
| (—s5—) 2 “F" 
Hence 
x(1 — i )Yi 
15a DY i= xb; oo ecsnggggerosnmnae 9 
(15a) oY; 3 | Lyi 
or . 


total transactions= weighted average multiplier x total injections. 


1 This point is demonstrated in some detail, though in a slightly different 
context, by the Bureau of Labour Statistics study, The Structure of the American 
Economy under Full Employment Conditions. 
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The Dynamical Matrix Multiplier 


The more important consequences of considering the whole 
economy rather than the national income alone, come when we 
consider, as is obviously necessary, a dynamical structure. 
In the previous section we have imputed a marginal propensity 
to spend of less than unity to all sectors rather than merely to 
households. In this section we shall investigate the implications 
of assuming lags in the circulation of money throughout all 
sectors rather than in households alone, as is the assumption in 
the simple income-expenditure lag usually incorporated in 
multiplier analysis. 

The problem is somewhat more complicated in the case of 
firms than in that of households. In place of putting current 
inputs as linearly dependent on the current rate of sales or out- 
puts, we may assume that they are linearly dependent on the 
current rate of fabrication. For this we need the Frisch sausage- 
grinder function, which gives a precise answer to the old economic 
problem : at what rate will meat be being ground at any time if 
there has been a varying rate of input?! Assuming that pro- 
duction starting is equal to current sales, s(t), and calling the 
fabrication period 20, we have 





y(t) = [- a dr = s(t — 6), 


by taking the mid-point of a function over a short stretch of time 
as the best approximation to its average value. But the sales at 
time t of any industry are the inputs of its products by all the 
other sectors, hence a typical row becomes 


Ainy ;(t) a bin 4 eee re Te + AinYn(t) a. bin = yi(t at. 6). 
Consequently equations (14) become ? 


ae) [7] {ue-+-0)} —[@] {wo} ~ {x04}. 


I shall now make the assumption that all the lags 6; are the same 
and measure time in these uniform unit-lag periods. The more 
complicated, and realistic, case of unequal lags may be solved in 
principle, but the gains in simplicity are great from taking them 


1 Cf. his ‘‘ Propagation and Impulse Problems ” in Economic Essays in Honour 
of Gustav Cassel, London, 1933. 

* It is worth noting that if we interpret this system more broadly as a techno- 
logical, rather than merely as a payments, matrix, we have the simplest possible 
dynamical general interdependence system. It would then be interpreted as, 
to-day’s output gives rise to to-morrow’s input. As such, it is a first step in 
dynamic analysis or economic planning. It is, however, only a first step, since 
it gives no explanation of investment, nor does it take account of its effects. 
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all to be equal. (16) is exactly analogous to the ordinary lagged 
multiplier and may be formally solved in the same elementary 
way by using it as a recurrence relation which gives rise to a 
geometric series, in this case a matric geometric, or Neumann as 
it is sometimes called, series. Letting the simple symbol stand 
respectively for square and column matrices, we have 


y(1) = 6 + ay(0), 
where y(0) is any given initial transactions vector. 


y(2) = b + a[b + ay(0)] = b + ab + a*y(0). 
(17) y(3) = 6 + ab + a*b + a®y(0) 


y(t) = [I + a+ 0% +........ + at-"]b + aty(0).1 
Thus y consists of a steady-state part due to the constant injec- 
tions and a transient or variable part due to the n arbitrary initial 
sector rates of production. 
Exactly as in the case of the simple multiplier, there arises the 
question of whether or not this approaches a limit as time pro- 
gresses. We say that this matrix-power series converges if, given 


h(t) =I+a+a?+a'+........ + a'-}, 
h(t) > H ast—~ . This means that every element in h con- 


verges to a scalar limit in the ordinary sense. Post-multiplying 
by a, 


A(tja =a+a?+ a?+........ + a, 
and adding J to both sides 
A(tjja+I=I+a+a?+a34........ + a', 
= h(t) + at. 


Therefore 
A(T — aj =I —- a. 
If as t —> «, h(t) —> H, then at —> 0 and 
(18) H = [I —a}-, 
so that 
y(t) —> LI — a)-1b as t—> ~. 
Consequently we find that the dynamical-matrix multiplier has 
the static value as a limit, if a limit exists, in the case of continued 
constant injections. By a similar argument we find that a single 
set of injections generates a total result equal to the multiplier 
value. Equations (17) have perfectly determir.ate solutions, even 
if the geometric series is not convergent but no multiplier exists 


1 I have had the privilege of reading an unpublished manuscript of Mr. Tun 
Thin, in which he uses this device. 
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(as is also true in simple Keynesian analysis). The question of 
convergence is of considerable practical and theoretical interest. 
A sufficient condition may be stated as follows: this series 
converges—and hence a matrix multiplier exists—if every sector 
has a marginal propensity to spend of less than one. Thus our 
condition is exactly parallel to the condition on the marginal 
propensity to consume in the simple multiplier. If each sector 
exactly disburses receipts for all levels of output we get a pure 
propagator analogous to the quantity theory of money, since it 
implies that all marginal propensities are always one exactly. 
This conclusion fits our intuition that if each sector always dis- 
burses all its receipts, nothing will ever disappear (no leaks or 
sinks of purchasing power), and hence there is no tendency for 
the system to run down, or to approach a level if there are constant 
injections. On the other hand, we feel that obviously if no 
sector ever disburses quite all of any added revenue, then a 
dollar injected will eventually exhaust all its effects, direct and 
indirect. 

Such intuitions are vital in suggesting results, but they are not 
conclusive and may, indeed, be quite false. Fortunately, our 
hypothesis is not difficult to prove. Call any element in the 


matrix [a], aj? and let >» | a2 | = 2. If M is an upper bound for 
k=l 
all n of the z;, then 
| az | < Mt" 
ee 8 eee nm, and allt. This follows from the 


fact that any row or column may be considered as a vector, and 
for any vector its magnitude or length is less than or equal to the 
sum of its components. The inner product of any two such vectors 
is, by the Schwarz inequality, less than or equal to the product of 
their magnitudes. Then by induction on ¢ we get the above 
inequality, and in addition that 


n 
S| a? | <M. 
Sjeal< 


But by hypothesis—all marginal propensities less than one—M 
is less than one for all m sectors. Hence the elements in the matrix 
all tend to zero as ¢ tends to infinity and the sum of the geometric 
series goes to a finite limit.t 


1 I have followed the proof given in Courant und Hilbert, Methoden der 
Mathematischen Physik, Berlin, 1931, p.16n. Cf. also Prof. Leontieff, “‘ Computa- 
tional Problems Arising in Connection with Economic Analysis of Interindustrial 
Relations,” The Annals of the Computational Laboratory of Harvard University, 
vol. XVI, p. 174. 
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- To proceed systematically with the difference equations (16) 
we first try a particular solution of the inhomogeneous system. 
Trying a column of constants { Y*} we find that it is a solution if 
(17) Y* = [I —a)-b 
or, in other words, the particular solution of the inhomogeneous 
system is the statical multiplier value of the constant injections, 
Then we seek the general solution of the associated homogeneous 
equations 





(18) Ty(t + 1) — ay(t) = 0. 
By substitution it is found that solutions of the form 
Y, 
yr = : bd 
¥. 


are the required ones. To state it another way, we seek those 
values of A and y which satisfy 
(19) [ZA — a]y(t) = 0. 

This system has only non-null solutions if the matrix [JA — a] 
is singular, the necessary and sufficient condition for which is the 
vanishing of the determinant of the matrix. This last gives us 
the characteristic equation of degree 7 in A with n roots and hence 
nm columns of y each with one arbitrary constant. 

The most illuminating way to regard the matrix equation (17) 
is that given the matrix a, which represents the structure of the 
economy, we seek those transactions vectors, and the corres- 
ponding 2’s, which a transforms into other vectors proportionate 
to them, since 

ay = dy. 

The vectors which a transforms in this way are called its character- 
istic or latent vectors, and they are determined only as to pro- 
portions, being arbitrary to the extent of a multiplicative constant 
(for which reason they are sometimes called characteristic or 
eigen rays). To each such vector there corresponds just one 
characteristic number, A, there being in all n different ones, the n 
latent roots of the matrix a. [JA — a] is called the characteristic 
matrix of a, and |JA — a] = A(A) = 0 is known as its characteristic 
equation. By the celebrated Cayley-Hamilton theorem a satisfies 
its own characteristic equation, i.e., A(a)= 0. This equation 
may be factored into the same components as the corresponding 
scalar function, hence 


—_— a rn A, — a] = 0. 
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Throughout I shall assume that all the roots 4; are distinct. 
No empirical matrix like a can give rise to repeated latent roots, 
because more accurate observations could always, in principle, be 
made revealing that the roots were not exactly equal. Repeated 
roots, or degeneracy, can only arise by definition, in the statement 
of the problem or in distinguishing the boundary of a region. 
Given the fact that there are n distinct latent roots, then there 
exists an n X n, non-singular, square matrix fA such that 

(20) hah-1 =c 
where c is diagonal with the n distinct roots along the principle 
diagonal.! c is unique, and canonical, except for the order in 
which the A’s occur on the diagonal. 

This transformation of similarity (or collineation) may be 
applied to our problem with striking results. Transform y by 
h, thus 


(20a) n = hy. 

Applying (20a) to (18), 
ah-1y(t) = h-4y(t + 1), 

or 

(18a) hah-1n(t) = en(t) = n(t + 1) 
where c is diagonal. In the new co-ordinates, 7, the variables are 
independent of one another (“‘ uncoupled ”’) and we have n simple, 
separate first-order-difference equations : 


(18a) ni(t — 1) = Ani(t), (= i. 2, re a Nn, 
which are obviously satisfied by the n simple solutions 
(18b) n = Nir, 


with the n arbitrary constants N;. These are called normal 
co-ordinates, and by their use we see that there are in our system 
n modes of behaviour, all independent of one another, any one or 
all of which may be excited at any one time. This fact is a 
direct, though scarcely obvious, consequence of the linearity of 
the system, and it is known as Daniel Bernoulli’s Principle of the 
Superposition of Motions.2. The matrix a can also be reduced to 
canonical form if it has repeated roots or a rank less than n, but 
the form is no longer so simple. 

The latent roots along with the transformation matrix h 
determine the possible behaviour types of the system. Since a is 


1 Cf. Birkhoff and MacLane, Modern Algebra, New York, 1946. 
* Cf. E. T. Whittaker, Analytical Dynamics, fourth edition, New York, 1944, 
p. 186. 
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not symmetric, these roots may be real or complex. If all the 
roots are real and positive, the system is non-oscillatory. if any 
of the roots are real and negative, there may be oscillations of 
period two. If any of the roots are complex there will be longer- 
period oscillations; indeed oscillations of any length are possible 
on the basis of the multiplier mechanism alone. Whether real or 
complex, if all the roots have a modulus greater than one, then 
the system is dynamically unstable, and correspondingly it is 
definitely stable if all the moduli are less than one. If some are 
greater and some less, it is not definitely stable or unstable, but 
its behaviour depends upon which of the modes of motion happen 
to be excited. 

Not only may this system exhibit oscillatory behaviour—it 
must doso.! To prove this we may proceed in the following way. 
The characteristic polynomial of the matrix a is 

[AI —a| =k +h A+........ + kya? + ( — 1)’, 
where ky = |a@|, and ky_, = + (@4,; + Gog +. ..--.-.. +Gnn) 
and is called the trace of a. But in our matrix all the diagonal 
elements are zero so that the trace is identically zero. There 
exists, however, a diagonal matrix similar to a with a’s latent 
roots along the diagonal. Since similar matrices have the same 
characteristic polynomial and hence the same trace, 

SS ere +A, = 0. 
Therefore all the latent roots of a cannot be real and positive 
with the result that one or more of the natural modes of motion 
of our payments system must be oscillatory. If this root (or 
roots) is real and negative, it will give rise to a cycle of two lags in 
duration, but if it has an imaginary part, the period may be of any 
length. 

The transformation into diagonal form makes it simple to 
discuss the question of convergence of the matrix multiplier 
infinite series. Any power series is easily investigated because 

c = hah, 
c? = hah-"hah- = ha*h-|, 


ui hath-, 
hf(a)h-* = f(hah-*) = f(c). 
Therefore, calling the geometric matric series f(a), we have for (17) 


y = f(a)b + aty(0), 


1Tam indebted to Mr. Robert Solow for perceiving this remarkable result. 


and in general 
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and transforming variables by the proper collineation, h, so that 
1 = hy and £ = hb, we get 


(17a) 9 = hf(@h€ + athn(0), 
But hf(a)h- = fihah-) = fl), 
where c is canonical with the latent roots of a along the principle 
diagonal. But mn a 

Md ccbieegned 0 
0 flrs) 
(21) [f(e)] = 
fAn-1) 0 
ieeeeeereseues O f(An) 








converges separately. Therefore the necessary and sufficient 
condition for the existence of a matrix multiplier is that | ;|<| 
for all 7, and this is the same as the condition that the entire 
system be definitely, dynamically stable, which is as it should be.? 
Correspondingly the statical multiplier can be handled with utmost 
simplicity, although this simplicity is somewhat more apparent 
than real. From (14) we have 
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Therefore in normal co-ordinates each sector is a kind of multiplier 
value of the corresponding constant injections. This result holds 


1 It is also possible to define convergence conditions for the more complicated 
case of repeated roots. Cf. Turnbull and Aitken, The Theory of Canonical 
Matrices, London, 1945, pp. 73-4. 
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formally regardless of convergence, but, exactly as in the case of 
the simple multiplier, it makes no sense unless the dynamical- 
multiplier series is convergent. 

It is possible to consider any variable injections in terms of 
step-wise approximations. For a stable system we may write 
general solution as 


y(t) ' Y, 4 (5, 
(22) sob = [@| 7. +} E - a| 3° 
Y2(t) Fe b,, | 
wees F4 6.0ss Y, are arbitrary constants and b,...... b, the 


total injections by sector. If the system has been in equilibrium 
and b is changed to 6 + Ab, we get 


wh=[1- 2] Hh 
_ Chea 
[2 ” «| {5} an { r} 4 [2 = «| o} 4 E _ «|*{ \ 


Therefore 


See ee) 


The solution may then be written as 


on {uo} [1a] “oa [Je =] a 


which states that the transactions vector commences at its 
previous value and moves by some complicated path to the new 
matrix-multiplier value as given by the first term (the second term 
goes to zero with the lapse of time). 





an 


Total Transactions 


Likewise we may discuss the behaviour of total transactions 
in the dynamical system. Writing 


{ye + »} as {wo} + {ayo} 


we may restate (16) as 


vw [-=]6}-(0) fa 


or as 


tm Ly ba 
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which says that the transactions vector is always equal to the 
matrix-multiplier value of injections less absorptions (or plus 
injections if Ay is partially or wholly negative) due to the motion 
of the system itself. Premultiplying (16a) by 





eae 0 
01 
0 10 
2 Perere 1 1 
and considering only the last row, we have 
(25) LAy; = Xb; — X(1 — au)yi, 
¢ t é 


which states that the rate of change per unit time of total trans- 
actions is equal to aggregate injections (‘‘investment ”’) less 
aggregate absorptions (“savings ’”’). Here also there is an exact 
analogy with the simple multiplier. 


The Lag in the Flow of Payments 


One of the many uses which may be made of the dynamic- 
matrix multiplier is to illuminate the question of what is the 
nature and magnitude of the lag in the income flow in a society. 
The answer is that there is no one lag but many, endlessly com- 
pounded. If we follow the path of a dollar injected we find that 
in the following period some fraction (which fraction depends on 
the payments structure of the particular industry) only will 
again become income. Some part of the balance will go to other 
industries, which in turn will do the same, and so on ad infinitum. 
Therefore there is no simple income-expenditure lag as ordinarily 
assumed in multiplier analysis, but rather there is a distributed 
lag that spins out the consequences of any disturbance much 
longer than any inspection of industry or consumer lags by them- 
selves would lead us to expect. 

Thus in an aggregative model with a single lag we are led to 
speak of “‘ days ”’ or “ weeks ”’ or at most “‘ months,”’ which would 
give rise to such short dynamical adjustments that they might 
well be neglected. Indeed, this is the only rational reason which 
can be given to support Keynes’s refusal to make the multiplier 
explicitly dynamical in its form. But the moment we compound 
these short lags we get something like an equivalent lag that is 
much longer and certainly not negligible. Therefore if we wish 
to make aggregative analysis as a simple, though crude, approxi- 
mation to reality, we must insert a fictitious lag that looks much 


longer than the observable constituent lags. The evidence from 
No. 236—VvoL. LIx. PP 
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the income velocity of money is that the order of magnitude of 
the equivalent or average lag is three or four months. 

It is important to make some qualitative estimates of the 
effect of introducing many lags, although exact comparison is 
impossible, since there is no actual, single lag to compare with the 
lag in the simple multiplier. From (25) we have 





Ay, + Aye + .cseeeee + Ayn = — X(1 — ai)yi, 
whereas if we have only a single-households lag, 
Ayn* = — X(1 — a)y. 
t 


Practically without exception, total transactions, national income 
and the other sector outputs move up and down together. There- 
fore all the A’s will tend to be of the same sign, and hence we must 
divide the same quantity of motion into n parts. Consequently, 
the rate of change of national income will be very much slower 
than a single-lag mechanism would lead us to expect. To be 
more precise, corresponding to each latent root there is a solution, 
and for each solution all the sectors preserve fixed ratios to one 
another through any motion. Hence we may rewrite (25) as 


a a + In-a + Ayn = — Z(1 — aay, 


where the k’s are the given and constant ratios, which are all or 
nearly all positive because of the tendency of all the sectors to 
move in sympathy. Hence 
AYn 1 
(26) ee ey Se See ae 1, 

and, in fact, it is likely to be very much less than one, indicating that 
the multiple-lag system is markedly less stable than the simple one. 

The point is that the money filters through this complicated 
machine in many steps and very slowly. But this is not all; the 
money does not move in step, but some becomes income again 
and some does not until later, and some never does. As a result 
the scattered parts of a single injection may get out of step, and 
there arises the possibility of qualitatively different behaviour, 
e.g., oscillation. The nature of the solutions is determined by the 
roots of the characteristic equation of the matrix. Since it is an 
empirical fact that this matrix is not even approximately sym- 
metrical, there is no necessity for it to have real roots. There is 
also, however, no necessity for it to have complex roots, but a 
simple numerical example will easily demonstrate the possibility. 
Barring a negative marginal propensity to consume, the simple 
multiplier cannot oscillate but must go unswervingly to its 
appointed end. 
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I have stated that instead of one long lag we have a type of 
distributed lag. It has sometimes been supposed that consumption 
depends on income according to some sort of distributed lag, but 
this is made as an hypothesis. From the dynamical-matrix 
multiplier we may show that it is so and also exactly in what way. 
Taking from (16) the purely dynamical part, we have 


[= ]{ao} = {ye + vf. 


We may partition it conformably into 


(27) g 6 |y Y(t) =} Yl + 1) F, 


eeereeeereevisoen | | eeee | +$p$4}Jeeseveevee 


Fo Ft ynlt)) Lyne + 1) 


from which we get 


{att + 0} = {oh nt + [9 {unio}, 
= {hoi + [9 }{e} wt — 19 + [9 ] {ame — 0}. 


(27a) : 


= [E[eJouu a+ [I fee} 


Because a converges, g will do so even more rapidly. There- 
fore the last term on the right-hand side disappears as we let 1 
increase without limit. We wish to know how present consump- 
tion depends on past income. The list of current consumer 








purchases is <c>y,(t), and from (27) we have, indicating a row 


matrix by < >, 
(27b) <I> {unto} = wll + 0. 


Therefore the consumer purchases at any time, t + 2, are given by 


om (eroLEfeloe—a]l) 


in which all the elements are given constants with the exception 
of the incomes for all previous time. Consequently we find that 
present consumption depends in a perfectly definite, and in 
principle derivable, way on all previous income, i.e., there is a 
distributed lag involved in the consumption function. 

R. M. GoopwIn 
Harvard University. 














REVIEWS 


Two Memoirs. By JOHN MaynarRD Keynes. (London: Rupert 
Hart-Davis, 1949. Pp. 106. 7s. 6d.) 


Tuis slim little book will bring to many both joy and regret. 
Joy that they can once again read Keynes’s limpid English, and 
be fascinated by the deft touches with which he can sketch a 
character unforgettably in a couple of sentences. Regret that 
this is almost certainly the last unpublished work from his pen 
that will see the light of day. 

The two essays that it contains have this much in common. 
Both of them—the first Dr. Melchior: a Defeated Enemy, the 
second My Early Beliefs—were written for an intimate group of 
old friends. They are printed here as they were written. As 
David Garnett briefly explains, the allusions and private jokes 
readily understood in that little circle remain unexpunged; the 
reader “is hearing what was written only for the ears of those to 
whom the writer could speak entirely without reserve, and who 
would never mistake his meaning.” 

Dr. Melchior is four things in one. It is a remarkable portrait 
of a remarkable man. It is a fascinating picture of backstairs 
negotiations to stir memories and evoke analogies in the minds of 
many later negotiators of the backstairs. It is a contribution of 
exceptional importance to a phase of history. It is a tragedy 
of great events and little men. As one reads it again and again, 
I believe that one’s abiding impressions are the first and the 
last—Melchior the man, and the tragedy of little men. 

I never myself met Melchior. Yet from the first time I heard 
this memoir read (it was not as a member of Keynes’s group of 
intimates) the picture of Melchior has been indelibly in my mind. 
The German financiers are for the first time meeting the English, 
Americans and French in a crowded railway carriage in a siding at 
Tréves : 

‘“‘ A sad lot they were in those early days, with drawn 
dejected faces and tired staring eyes, like men who had been 
hammered on the Stock Exchange. But from amongst them 
stepped forward into the middle place a very small man, 
exquisitely clean, very well and neatly dressed, with a high 
stiff collar which seemed cleaner and whiter than an ordinary 

collar, his round head covered with grizzled hair shaved so 
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close as to be like in substance to the pile of a close-made 
carpet, the line where his hair ended bounding his face and 
forehead in a very sharply defined and rather noble curve, his 
eyes gleaming straight at us, with extraordinary sorrow in 
them, yet like an honest animal at bay. This was he with 
whom in the ensuing months I was to have one of the most 
curious intimacies in the world, and some very strange pas- 
sages of experience—Dr. Melchior.” 


The problem was the feeding of Germany. The difficulty its 
finance and the unwillingness of Germany to surrender her last 
bargaining counter—her merchant marine. In the countless 
crises of the past thirty years this was a minor crisis. Yet all the 
elements of all crises are here delineated. Ignorance, incom- 
petence, pig-headedness, cupidity. The breakdown where a 
breakdown was disastrous to all parties. The meaningless 
farrago of protracted polylingual discussions. The misunder- 
standings of mistranslations. National pride and the impossi- 
bility of being the first to surrender from an untenable position. 
Deadlock, only to be broken down, if at all, by a personal appeal 
and a move behind the scenes. All this was there at Tréves, at 
Spa and all the other places where the negotiations dragged on. 
And, as so often, the deadlock was resolved by a curious personal 
intimacy and mutual trust between opponents—this time between 
Keynes and Melchior. 

But Keynes and Melchior are not the only players. There 
appear a succession of British admirals, each more eccentric than 
the last,.the powerful figure of Foch increasingly bewildered as 
the orderly military world gives place to the unintelligible 
civilian world, the Supreme Economic Council escaping from 
insoluble great problems into insoluble trivialities. And much of 
the play proceeds against the Wagnerian background of Spa, where 
the Armistice Commission had succeeded to the villas of the German 
High Command, and the ghosts of Wilhelm II, Hindenburg and 
Ludendorff still seemed to strut in the corridors. 

The intimacy of Keynes and Melchior did not pass away. 
They were to meet again after Keynes had resigned. He read to 
Melchior the chapter on President Wilson from his then unpub- 
lished book. And that scene—the end of the memoir—is the 
most moving ofall. For we see Melchior’s gradual comprehension 
of the tragedy : 

“This, then, was the other side of the curtain; neither 
profound causes, nor inevitable fate, nor magnificent wicked- 


ness. The Tablets of the Law, it was Melchior’s thought at 
that moment, had perished meanly.”’ 
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My Early Beliefs is in a very different key. But to an under- 
standing of Keynes it is, I think, more important than almost 
anything else that he published. The issues are almost infinitely 
remote from economics. Yet here Keynes has dissected his own 
mind and his own prejudices, and has described the influences 
which made it what it was. Noone who is interested in Keynes as 
a person and as a teacher can afford not to have read this essay. 

To anyone not steeped in the intellectual fashions, the minor 
and sometimes major notabilities of the Cambridge of 1900-14 and 
the literary movements of that age, this essay may be hard 
reading. David Garnett has provided a vocabulary of nick- 
names; but he has rightly resisted the temptation to overlay it 
with an indigestible coating of literary annotation. 

The occasion for this essay was a paper to the same group of 
intimates by David Garnett himself, discussed in Keynes’s absence 
and subsequently sent for him to read. The subject was D. H. 
Lawrence, his antipathy to the group as a whole and to Keynes 
in particular, and the break-up on this account of Garnett’s own 
friendship with Lawrence. Keynes was provcked to put his own 
thoughts and recollections on paper. This essay is the result. 

It begins, naturally, with Keynes’s recollections of his 
meetings with Lawrence, the setting and the subjects of argument. 
But in a page or two Keynes has begun to ask himself what was 
the mental history of himself and his friends in the dozen years 
before the first war. I could not attempt, even were I competent, 
to summarise what has already been compressed by a master of 
compression. The picture that emerges is of a group of brilliant 
minds, utterly detached from the world, determined to face intel- 
lectual problems with a singleness and courage that their suc- 
cessors by a generation seldom aspire to parallel, but frivolous 
brittle, inhuman. I will allow Keynes’s words to speak for 
themselves : 


“Tf, therefore, I altogether ignore our merits—our 
charm, our intelligence, our unworldliness, our affection—I 
can see us as water-spiders, gracefully skimming, as light and 
reasonable as air, the surface of the stream without any 
contact at all with the eddies and currents underneath. And 
if I imagine us as coming under the observation of Lawrence’s 
ignorant, jealous, irritable, hostile eyes, what a combination 
of qualities we offered to arouse his passionate distaste; this 
thin rationalism skipping on the crust of the lava, ignoring 
both the reality and the value of the vulgar passions, joined 
to libertinism and comprehensive irreverence. . . . All this 
was very unfair to poor, silly, well-meaning us. But that is 
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why I say that there may have been just a grain of truth when 
Lawrence said in 1914 that we were ‘ done for ’.” 

Keynes’s essay shows the elements out of which this mental 
state was compounded. The immense influence of Moore’s 
Principia Ethica, and the still greater influence of Moore as a 
person. The belief that “nothing mattered except states of 
mind, our own and other people’s of course, but chiefly our own.” 
The interminable arguments about these states of mind and what 
contributed or did not contribute to a good state of mind. The 
view that intensity and passion and contemplation and com- 
munion were what mattered and that pleasure was irrelevant. 
Keynes stresses that not only had they thrown hedonism out of 
the window; they were the first of their generation to escape from 
the Benthamite calculus. 


‘“‘ But of another eighteenth century heresy we were the 
unrepentant heirs and last upholders. We were among the 
last of the Utopians, or meliorists as they are sometimes 
called, who believe in a continuing moral progress by virtue 
of which the human race already consists of reliable, rational, 
decent people, influenced by truth and objective standards, 
who can be safely released from the outward restraints of 
convention and traditional standards and inflexible rules of 
conduct, and left, from now onwards, to their own sensible 
devices, pure motives and reliable intuitions of the good.” 


In later years, Keynes shed almost wholly the brittle chrysalis 
of those earlier years. He acquired the broad humanity which 
was foreign to that group and that epoch. Indeed it would seem 
that it was always there and always breaking out. But he re- 
mained through life, I think, a meliorist. We can see again and 
again in his economic writing the purpose to set a rational humanity 
free from its fetters. 

The fascination of this essay, I have said, is to see the mature 
Keynes dissect and analyse the immature Keynes. Those of us 
who knew him best in his later years, and knew him as one 
essentially of our own generation, are apt to forget that he 
was equally, and perhaps primarily, of his own generation. We 
cannot fully understand him if we forget that. Here we have 
Keynes set among his own contemporaries and their thoughts 
by the one pen which could do it with certainty, precision and 


understanding. 
Austin Rosrnson 
Sidney Sussex College, 


Cambridge. 
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The Veil of Money. By A. C. Picov. (London: Macmillan, 
1949. Pp. viii + 150. 8s. 6d.) 


ProFressor Picov had intended this book to be “ something 
thoroughly elementary,”’ but, as it turned out, it failed to preserve 
this character. It is still an “ introduction,’ but one “ only 
suitaLle for students and other persons prepared to make some 
intellectual effort ’’ (Preface, p. v). 

What ground ought an Introduction to cover? It is something 
less than a text-book. A text-book offers a systematic survey 
of available knowledge within its limits. An introduction pre- 
pares the student for the text-book by linking the ideas from which 
the text-book starts with the unsystematised knowledge which 
the student is likely to possess. 

Professor Pigou divides his book into two parts, one on 
“Money ”’ and the other on “ Money Income.” The former, 
even for an introduction, is rather thin. It is not quite clear what 
previous knowledge the reader is expected to have. The nature 
of bank credit and the credit operations of bankers seem to be 
taken for granted. “ Bank money consists of bank balances... 
plus overdraft facilities’ (p. 6). Is that all that need be said in 
regard to the nature of bank money ? 

Professor Pigou offers no explanation of the process by which 
money comes into existence. There are scattered allusions to it. 
The initiative comes from the side of bank money, not from the 
side of currency (p. 10). The banks may prevent money from 
expanding “‘ whether by raising money rates, by applying severer 
tests of credit worthiness, or otherwise ” (p. 10). Reduction of a 
pure paper currency is effected by “ a net repayment of loans that 
have been made by the banks ”’ (p. 12). 

His conclusion that contractions in money income are “‘ almost 
always and almost entirely brought about by way of reduction 
in . . . income velocity, not by contraction in the stock of money in 
circulation ”’ (p. 13) is a purely empirical one. 

Money income forms the subject of Part II. All through this 
Part Professor Pigou lays great stress on the effects of the rate of 
interest. He professes to follow Keynes in setting up “a sort of 
representative rate of interest whose movements may be taken as 
typical of those of the ‘ complex of rates’ found in real life” 
(p. 74). 

But this representative rate of interest does not represent the 
short-term rate, the ‘money rates” of the banks. It is that 
which is equated to Keynes’s “ marginal efficiency ”’ of capital 
(p. 87) or to Marshall’s yield of the ‘‘ marginal machine ” (p. 88). 
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Professor Pigou ignores the difference between these two versions, 
but either way the implication is that the representative rate is a 
long-term rate, and later on (p. 140) he contrasts it with the short- 
term rate. 

When real income is given, income velocity is “ an increasing 
function of the rate of interest” (p. 81), because the higher the 
rate of interest the greater is the attraction of investing the 
marginal unit of cash by comparison with “ the several sorts of 
non-material benefits derived from real resources held in the form 
of money.” 

And “ the stock of money will be larger, the higher the rate of 
interest.”” That is so because, when the community requires 
more money, there is “a drain from the banks into circulation, 
which induces the banks to take action calculated to raise interest 
rates ’’ (p. 84). 

If the banks chose “ to alter the function relating the stock of 
money to the rate of interest, by for example creating new 
notes,” the rate might not have to rise, but, if that function be 
assumed unchanged, the stock of money in circulation will expand 
in response to upward movements in the rate of interest (p. 85). 

What does Professor Pigou mean? The banks can prevent 
an increase in the stock of money “ by raising money rates ” 
(p. 10). But it is the short-term rate of interest which they have 
power to raise, not the “ representative’ rate. In response to 
given upward movements in the short-term rate of interest, the 
stock of money does not expand but contracts. 

When he says that the drain into circulation “induces the 
banks to take action calculated to raise interest rates,’ he seems 
to have in mind, not the immediate rise in the short-term rate, but 
the effect of a restriction of the supply of money in raising the 
representative rate. 

When the demand schedule for real investment rises, a corre- 
sponding rise in the representative rate of interest does not 
immediately result. In the first instance the demand may be 
supplied by the creation of money, and it is the action of the banks 
in limiting the supply of money that raises the representative rate. 
Professor Pigou’s statement that “the stock of money will be 
larger, the higher the rate of interest” is just the reverse of the 
true relation. Income velocity is “‘ an increasing function of the 
rate of interest,’’ because a high rate of interest induces people to 
hold smaller money balances. 

“Tf all other things are equal, but the demand function for 
real investment stands higher ”’ in situation B than in situation A, 
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the rate of interest will be higher in situation B (p. 92). Therefore 
“ the income velocity of money and the stock of money in circula- 
tion must both be larger’”’ (p. 93). Therefore money income is 
higher. And, money wages being supposed given, employment 
and consequently real income will be larger (p. 95). This is a 
mistake. The income velocity of money will be larger, but the 
stock of money will be smaller. Whether money income will be 
larger depends on the action of the banks. 

In any case is it not undesirable to base monetary analysis on 
the antithesis between income velocity and the stock of money? 
The operations of the banks and the investment market usually 
affect money income directly, not by way of separate effects on 
quantity and velocity. The quantity of money becomes im- 
portant in so far as it is taken as one of the guiding factors in 
monetary policy. 

In an early chapter Professor Pigou asks, is money a veil ? 
“In the years preceding the first world war ’’ economists used to 
call money a mere “ garment ”’ or a “ veil,” to be stripped off in 
order to see the underlying reality. The two metaphors are not 
equivalent; a garment protects, while a veil conceals. It is the 
veil which Professor Pigou has, I think, preferred in the past. He 
now points out that money cannot be regarded as “a mere epi- 
phenomenon, having no positive effects on the underlying reality ” 
(p. 27). “‘ The goods and services which compose the reality of 
economics are not themselves ultimate values”’ (pp. 19-20). 
But Professor Pigou seeks all through to express monetary facts 
in terms of real income, real investment, real resources and the 
like. In doing so, he is a little worried by the problems of 
averaging involved in measuring the purchasing power of money 
(pp. 56-62). And he resorts to rather strange devices to ease the 
intellectual effort demanded of his readers, for example, when he 
compares “ the attractiveness of the marginal apple (apples being 
taken to represent goods in general) that is held in the form of 
money ”’ with “ the attractiveness of the marginal apple that is 


held in the form of real capital ”’ (p. 77). 
R. G. HawTRey 
London. 


Overhead Costs—Some Essays in Economic Analysis. By W. A. 
Lewis. (London: Allen & Unwin, 1949. Pp. 200. 145s.) 


Tuis book consists of seven essays, each dealing, more or less 
closely, with some problem connected with the general title. 
Several have already been printed. Some consist of general 
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theoretical analysis, illuminated by apt illustrations; some deal 
with the problems of special activities. Professor Lewis’ approach 
isnot new; but he has many desirable elaborations and corrections 
to make to previous theory, while several of his applications go far 
beyond previous discussions on the subject. It is impossible in the 
space of a review to refer to many of these contributions. I shall 
therefore list, with very brief comments, the articles which make 
up the book and then discuss briefly what seems to me to be 
Professor Lewis’ central theme. 

I. Fixed Costs deals with price policy in general (a point to 
which I shall return), and contains a valuable contribution to the 
road-rail controversy. It needs more careful reading than the 
rest of the book. 

II. The T'wo-part Tariff is a useful analysis of the reasons for 
making charges in this way and of their social implications. 

III. The Economics of Loyalty and IV. The Inter-relations of 
Shipping Freights are both more specialised applications of general 
points already made in the earlier articles. They are probably 
of less general interest than the other articles. 

V. Competition in Retail Trade, first published in Economica 
in 1945, added precision to many rather hazy ideas on this 
subject. It is indispensable to those interested in retailing and 
imperfect competition. 

VI. Monopoly and the Law, written for lawyers, contains little 
that is new for economists. Professor Lewis advocates a drastic 
policy of prohibition (though with exceptions). It therefore seems 
odd that in his last essay, when he is dealing with public corpora- 
tions established in competition with private firms, he recom- 
mends that in slumps these corporations and their competitors 
should agree on an appropriate price policy. It is true that he 
says that this policy must be approved by the Tribunal he wishes 
to have appointed; and it may be, as he suggests, that it is the 
only way of avoiding unfairness; but it is not competition. 

VII. The Administration. of Socialist Enterprises was written 
for this book. It is a slighter article than most of the others, 
in view of the complexity and size of the theme. Professor Lewis 
emphasises suggestions for making such enterprises accountable 
to the public, and the desirability of giving them more explicit 
instructions on general policy than has hitherto been done. He 
makes some remarks on efficiency and decentralisation and then 
goes on to price policy. 

The first and last articles, especially, deal with price policy, 
particularly in relation to public utilities and State-owned 
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monopolies. Professor Lewis points out that the usual statement 
that, if the price mechanism is accurately to allocate resources, 
price must equal marginal cost, contains many hidden difficulties, 
Costs may be divided into those which are escapable and must be 
covered if enough resources are to be attracted into or kept in the 
particular use, and those which are inescapable and do not affect 
output. But some costs are escapable immediately and some only 
gradually; some are indivisible and can be escaped if there is a 
large variation in output but not a small (that is, they do not enter 
into ordinary marginal cost); and some are finally inescapable. 
(This brief analysis should be admirable for students grappling 
with the long and short periods.) Professor Lewis would have 
price in public-utility undertakings cover long-run and not only 
short-run marginal costs. This enables the concern to earn 
amortisation on that part of its equipment which is still required, 
which otherwise it could not, a point to which he attaches con- 
siderable importance. It is true that it also excludes in a de- 
pression some demands which could be met without wasting 
resources, and that it may slow up the process of eliminating 
excess capacity; but neither of these factors are, in his view, 
important as far as public utilities are concerned; for other 
concerns he leaves the argument, though not his view on policy, 
open. 
He would also have receipts from consumers cover “ escapable 
indivisible ” costs; clearly, if these are not covered and the con- 
cern is privately owned, the assets concerned will not be replaced. 
Since, however, these costs do not enter into marginal costs they 
should not, he says, be added to the price of the marginal unit. 
Ideally they should be extracted from consumer and producer 
surpluses; that is to say, from those who benefit from the under- 
taking in proportion to their benefit. And in any case the costs 
should be incurred only if they are less than these surpluses. 
Professor Lewis sees little hope of touching producer surplus. 
Consumer surplus might be tapped either, sometimes, by a two- 
part tariff, or, if this is unsuitable, by price discrimination. 

But this is not all. In his view those who benefit from the 
undertaking should pay, out of their consumer surplus, not only 
those indivisible costs which are escapable, but also those (such 
as railway tracks still needed) which are useless elsewhere and do 
not depreciate, and are therefore costless. The only losses which 
should be assessed against the undertaking are those due to im- 
perfect foresight; for example, interest and amortisation on 
equipment no longer required. 
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This is a logical case, but one that can be sustained only with 
confidence in the particular circumstances examined by Professor 
Lewis. Thus whether short- or long-run marginal cost should be 
covered depends upon a balance of considerations; for many 
industries this might come down the other way from that for public 
utilities. And whether escapable indivisible costs, and still more 
inescapable ones, should be borne by consumers’ surpluses depends 
upon views of equity and the practicability of getting at these 
surpluses. Subsidies may sometimes be better. 

The analysis, however, is penetrating, and the technique 
should be valuable in dealing with many practical problems. 
Unfortunately, in his last essay, Professor Lewis does not appear to 
use his earlier analysis, though he refers to it. I believe that 
anyone reading this article without the first might suppose that 
Professor Lewis considers that public corporations should cover 
their interest charges, inherited or otherwise. Clearly he does not, 
but the wording here is ambiguous. 

In conclusion, it should be noted that, in many of the articles, 
Professor Lewis makes considerable use of the concept of joint 


costs. 
Rutu CoHEN 
Newnham College, 


Cambridge. 


The Theory of Capitalist Development. By Paut M. Sweezy. 
(New York : Oxford University Press, 1942. Pp. xiv + 392. 
$4.00. British edition, with a Foreword by Maurice Dobb. 
London: Dennis Dobson, 1946. Pp. xiv + 398. 18s.) 


Tuts book’s sub-title, “ Principles of Marxian Political 
Economy,” indicates clearly its scope and purpose. It contains 
three main elements : first, an exposition of the theoretical basis 
of Marxian economics—the labour theory of value, and the 
theories of surplus value, the price of production and the falling 
rate of profit; secondly, a discussion of crises and the so-called 
breakdown (Zusammenbruch) of capitalism; thirdly, a survey of 
monopoly capitalism, imperialism and fascism. Unlike many 
works of Marxist orthodoxy it is written in a clear, crisp style and 
is free from blind dogmatism and from crude abuse of opponents. 

The best part of Dr. Sweezy’s exposition of basic theory is his 
emphasis on the social content of Marx’s economics. For Marx 
and his followers, economics is concerned with ‘the social 
(inter-personal) relations of production and distribution. What 
these relations are, how they change and their place in the 
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totality of social relations would seem to be the . . . subjects of 
enquiry.” (P. 3.) For them, also, “the quantitative relation 
between things which we call exchange value, is in reality only an 
outward form of the social relation between the commodity 
owners, or... between the producers themselves. .. . In 
other words, the exchange of commodities in an exchange of the 
products of the labor of individual producers.” (P. 27.) In 
market economy (or, as the Marxians term it, ‘‘ commodity pro- 
duction ”’) relations between men assume the form of relations 
between things. (This is what Marx meant when he spoke of the 
“* fetishism of commodities ’—one of his most pregnant concepts.) 
From this point of view, Dr. Sweezy criticises effectively the 
“‘ scarce means with alternative uses ”’ definition of economics on 
the ground that it considers primarily relations between men and 
things and ignores the most significant relations between men 
and men; that is to say, the terms on which, in a society based 
upon the division of labour, one man works to satisfy another 
man’s wants. Dr. Sweezy condemns the scarcity theory as “a 
process of constructing and interrelating concepts from which all 
specifically social content has been drained off.’”’ (P. 5.) 

So clear and trenchant is the author’s exposition of the 
weakness of orthodox economic theory that it is a pity that he has 
taken up so much of the book to restate the mazy complexities of 
the Ricardo-Marxian theory of value, ignoring all the objections 
to it made during the last eighty years. This is all the more to 
be deplored in that the labour theory of value is not logically 
necessary to the Marxian scheme of capitalist development. 
What the latter does require is the Falling Rate of Profit. But 
this, although orthodox Marxists like Dr. Sweezy will not admit it, 
can be demonstrated (subject to qualifications that are sub- 
stantially the same as those given by Marx in Capital, Vol. III, 
Ch. 14) on the principles of any bourgeois economist—Marshall, 
or Cassel, or Keynes. 

In his Chapter VII (The Transformation of Values into Prices), 
Dr. Sweezy attacks the problem (usually known as “ the Great 
Contradiction”) of reconciling the labour theory of value, a 
uniform rate of profit, varying compositions of capital and prices 
determined by competition. As an orthodox Marxist he arrives 
at the conclusion that, even in equilibrium, prices diverge from 
values. But instead of accepting Marx’s formulation of this 
solution (published by Engels in 1894) he gives Bortkiewicz’s, 
which is logically and mathematically more accurate (and not 
hitherto available in the English language). All this is very 
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interesting to any one who, like the reviewer, is an amateur of 
mathematico-economic curiosities; but it seems a pity to spend 
so much time on formal solutions of unreal problems. 

The second main topic of the book—crisis theory—is concerned 
with more living issues. The author shows that practically every 
useful theory of economic fluctuations known to modern econo- 
mists has been anticipated by Marx. Much of Marx’s work, 
disinterred from the later volumes of Capital and from the 
Theorien tiber Mehrwert, seem very fresh to-day. But Marx is not 
merely an eclectic. The unifying thread running through his 
work is the rejection of the concept of equilibrium. It is true that 
Marx’s ‘‘ scheme of simple reproduction ” involves equilibrium ; 
but Marx evolves this scheme only to show how unrealistic it is. 
For him, crises are not accidental deviations from a stable trend, 
but essential parts of a process of development—and ultimately of 
degeneration. In other words, crises are stages on the road to the 
final crisis. 

Underconsumption, disproportion between branches of pro- 
duction, disproportion. between investment and consumption, 
the relation between output of consumption goods and of capital 
goods: all these theories are subjected to review. [May I com- 
ment in passing that the mathematical proof of inconsistency 
between investment and consumption given in the Appendix to 
Chapter X (based on Otto Bauer) is formally invalid, since A 
(the factor of proportionality between consumption and means of 
production) is treated as a constant instead of as a variable?] 
In both this and the subsequent section the author discusses in 
detail the views of writers such as Bernstein, Tugan-Baranowsky, 
Rosa Luxemburg, Hilferding and Bukharin, not otherwise 
accessible in English. 

When we come to modern tendencies in capitalism—monopoly, 
imperialism, fascism and the drift to war—we are in a field where 
Marxism shows both its greatest strength and its greatest weak- 
ness. Its strength, because it accepts, as no other body of economic 
thought does, the existence of fundamental inconsistencies (‘‘ con- 
tradictions ’’) in an economic system based upon the market and 
the profit motive. Its weakness, because its exponents are 
seduced by their passions into unwarranted certainty as to the 
future course of social evolution. This book illustrates both 
these qualities. Dr. Sweezy makes some interesting observations 
in his Chapter XV on monopoly—on the possible co-existence of 
high monopoly profits with a low marginal rate of return on 
capital, and the effects of this upon investment, employment and 
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the utilisation of inventions. His discussion of imperialism and 
allied tendencies is unhackneyed, alert to facts and full of interest- 
ing suggestions; but it is marred by facile optimism. The 
postulation that “‘a military defeat of German fascism . 
would be followed by the collapse of capitalist rule and the victory 
of socialism over substantially the entire European continent ” 
(p. 359) reads sadly in retrospect. It suggests that socialism, no 
less than capitalism, has its contradictions, to which Marxists are 
as blind as bourgeois economists are to those of capitalism. 
H. D. Dickrnson 

University of Bristol. 


Voraussetzungen der Vollbeschaftigung. By K.GruBER. (Vienna: 
Springer, 1946. Pp. 89. Austrian Sh 7.20, Sw. Fr. 6, or 
$1.40.) 

Die Vollbeschaftigung im Kreuzfeuer. By J. Rakowski. (Berne: 

A. Francke, 1946. Pp. 52. Sw. Fr. 2.80.) 


Dr. GruBER’s book consists of three parts. The first deals 
with effective demand, and is a general exposition of Say’s Law 
and of the more important leakages which may cause over- 
production. The second part is called ‘‘ Disturbances in Circula- 
tion’ and presents a model of a trade cycle started off by an 
increase in thrift. (In the last section of this part, other factors 
which may initiate a deflationary cycle are listed but are not 
discussed in detail.) The third part deals with trade-cycle policy 
by the State, largely by advocating anti-cyclical public works, an 
official anti-cartel policy, paid leave for employees and promotion 
of labour mobility. 

The book can perhaps best be described as the German 
equivalent of Mrs. Robinson’s popular exposition of the General 
Theory in her Introduction to the Theory of Employment (not 
known to the author and not noted in his bibliography) minus 
liquidity preference and minus expectations, but plus a dash of 
Spiethoff and more than a dash of Schmalenbach. Symbols are 
freely employed, but no mathematics. 

As a popular exposition of basic Keynesian ideas, blended 
with some current German thought, this book is successful. 
There are some parts that would clearly be in need of further 
development. The author is, and has been for some years, the 
Austrian Minister of Foreign Affairs, and it may be surmised 
that the book bears the marks of a certain amount of substitu- 
tion of time between the author as an economist and the author 
as a Foreign Minister. 
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More specifically, there is no satisfactory discussion of in- 
flationary processes, specially not of inflationary (and also 
deflationary) processes starting from the cost side. In that 
respect the present book is entirely a period piece of the 1930s. 
Costs are declared in a general way to be more rigid than prices, 
which precludes discussion of such phenomena as wage-induced 
inflation. 

The author is very critical of cartels and monopolies. In 
his view they not only interfere with the right allocation of 
resources but they also reduce the willingness to invest and 
generally intensify trade cycles. It may be doubted, however, 
whether this is a substitute for a more profound analysis. The 
point of view put forward by Professor Schumpeter that 
monopolies may be vehicles of economic progress and also the 
possibility that monopolies may lead to additional investment 
through the ploughing back of their excess profits or for reasons 
of economic strategy are important issues which cannot be entirely 
omitted. 

Another weakness of the book is that it is entirely written for 
a closed economy, with the exception of three pages (pp. 62-5) 
which deal with foreign-trade factors but do not deal with the 
central problem of the balance-of-payments difficulties connected 
with national employment policies. 

Among particular points which are perhaps in need of revision 
the reviewer would especially mention the statement (on p. 21) 
that an increase in the monetary circulation will lead to increased 
liquidity and a fall in the velocity of circulation, if the limitations 
of production facilities prevent an expansion of output. This 
seems a most surprising statement illustrative of the author’s 
neglect of expectations, business psychology and accumulative 
processes. On p. 22 the statement is made that hoarding of money 
is an indication of lack of confidence ; this is surprising in someone 
who has experienced two inflations. ‘‘ Crisis of confidence ”’ are 
hardly the right words to describe the processes which lead to 
holdings of excessive amounts of money. It is not generally true 
that the financing of new plants—as distinguished from replace- 
ments, ete.—depends on decisions of individual income-earners ; 
it has been shown that in the U.S. as well as in the U.K. the bulk 
of new plants is now financed by retained profits no less than 
rep:acements are. On p. 31 there is confusion between progressive 
costs and high unit costs; in fact, an under-utilised mechanised 
plant works under conditions of degressive costs (although high 
costs) not progressive cost as stated by the author. The explana- 
No. 236—VOL. LIX. QQ 
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tion on p. 69 of the forward-rising demand curve for inferior goods 
is very spotty. 

The most interesting points in the book are the linking of basic 
Keynesian ideas to technical rigidities in the economic system, the 
underlying assumption that a deficiency of savings is just as likely 
to produce an economic crisis as an excess of savings and the 
author’s suggestion for the creation of special “‘ Umstellbetriebe,” 
plants which are from the beginning designed for easy switch-over 
from one type of production to another, and specially from the 
production of capital goods to the production of consumption 
goods and vice versa. 















Dr. Rakowski’s booklet on ‘‘ full employment under fire ”’ is 
interesting as a Swiss reflection of the debate in Britain on full 
employment which may perhaps briefly be described as the 
Beveridge-Hayek Debate. In the Swiss discussion, Roepke 
plays the part of Hayek, and Jéhr and Béhler play the part of 
Beveridge (although with typical Swiss caution). The author of 
this booklet is a sturdy Swiss Liberal, deeply sceptical of the results 
of the Keynesian approach. Although he endeavours to take up 
an eclectic attitude in the Big Disputation, in fact, his final 
position seems little different from that of Hayek, except that it is 
somewhat less dramatically put. His end result is that the plan- 
ning required by the Keynes—Beveridge approach could not be 
accommodated within the framework of a free-market economy, 
and that the “ controlled economy” will in fact lead to the 
“ security of the barracks.” 

His main criticisms of the Keynesian theory of employment 
are three. First, that it excludes price—cost relationships by 
basing its analysis entirely on the behaviour of global quantities, 
such as saving, investment and the like, without considering 
whether perhaps those global quantities are themselves the results 
of price—cost relationships within the various sectors of economic 
life. Second, that Keynes begged a crucial question when he took 
it for granted that abstract reasoning can directly lead to prescripts 
for economic policy without concrete causal analysis. Third, 
that it fails to consider the general political and economic con- 
sequences of the planning measures suggested. 

This is a thoughtful little book which will repay reading. 
The economics is generally very sound. There seems, however, a 
serious slip on p. 13, where the condition of full employment seems, 
as stated, to require a value of investment which at factor cost 
corresponds to savings and depreciation in the other sector; the 
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true equilibrium condition is where the expenditure from the 
incomes created by investment corresponds to savings from 
incomes generated in the consumption-cost sector. 

The book is typically Swiss in its fundamental liberalism ; 
it is also startlingly old-fashioned even though dealing with a 
contemporary issue. For example, on p. 24 Alfred Marshall as 
well as W. Lexis are described as belonging to the “‘ youngest 
generation ” of Eco-Mathematiker, that is of econometricians. 

H. W. SINGER 

Lake Success, 

New York. 


Freedom and Order. By Epuarp Hermann. (New York: 
Charles Scribner’s Sons, 1947. Pp. xiv + 344. $3-00.) 


THE most valuable advice a reviewer can give to a reader of 
this book is to read it to the end, and not to judge it by its early 
chapters. It opens in the style of political journalism—scrappy, 
incoherent, rather superficial, and clumsily written. It then 
passes through a phase of political theory—competent, readable, 
but not arrestingly original. It ends in social philosophy—earnest, 
closely reasoned, powerfully expressed, and often penetrating in 
its observations. It is, no doubt, this concluding section which 
prompted Dr. Reinhold Niebuhr to describe it as ‘‘ an able and 
helpful discussion of the basic problems which face us in our con- 
temporary civilisation.”” The loose structure and uneven quality 
of the book are explained in the Preface, in which Dr. Heimann 
tells us that he has made use of the substance of several articles 
dealing with a wide range of topics. This method of book- 
making is fraught with peril, especially when the articles were 
written under the sharp impact of current or recent events. The 
author is most stimulating when he makes a frontal attack on 
problems that are fundamental and ageless. 

The main theme is one of the oldest in human thought, the 
conflict between freedom and order in human society. In the 
Middle Ages, Dr. Heimann argues, the religious and the political 
realms were merged into an order without freedom. The Reforma- 
tion and the Renaissance both replaced religion as state, by the 
state without religion. But, whereas Luther, while confining 
religious freedom to the personal life, left the state unhampered in 
its creation of an authoritarian order without freedom, the Re- 
naissance belief in individual reason led to the liberal state, which 
degenerated into a system of liberty without order. Out of this 




















572 THE ECONOMIC JOURNAL [DEC, 


grew the totalitarian state of collective reason, in which liberty 
was seen as the future product of present order, a product which, 
however, remained—and still remains—obstinately in the future. 
Dr. Heimann rejects both the “ socialist ” explanation of Nazism 
as the final form of monopoly capitalism, and the “ capitalist ” 
explanation of it (as expounded by Hayek) as the logical fruit of 
German Socialism. But he rather unexpectedly regards the for- 
mer as nearer the truth. His own theory is that Fascism in all its 
forms represents “‘the forcible reintegration of a disintegrated 
democratic society.”” But surely the view that socialist controls 
are the first step on the Road to Serfdom is at least consistent 
with the view that those controls spring from a fear of freedom as 
a solvent of social order. 

Dr. Heimann’s main attack is not directed against totalitari- 
anism as such, because he regards it as the inevitable product of 
secular error—‘ there is a real and terrible solidarity of guilt.” 
His chief antagonists are the rationalists (individual or collective), 
the libertarians and the Logical Positivists. Since “ man is 
definitely not good and reasonable ” (he is both good and bad), 
the freedom of the individual to be guided by untutored reason 
cannot harmonise liberty with order. The reconciliation must 
be sought in justice, which is an absolute. Justice “is a dogma, 
a commandment presupposed in our thinking and acting; in 
religious terminology, it has been revealed to us.” 

And so we are led to religion as the only source of social 
coherence. The plea is forceful, but it suffers from the pessimism 
of its premises. The world is “ blurred and confused,” man is 
sinful, reason is an imperfect instrument, love is too high for us, 
and we must therefore be content with justice, which is lower than 
love. The failures of humanity are laid bare, its weaknesses 
exposed, until hope must either be abandoned or sought outside. 
Religion is reached, as it were, by a process of elimination. We 
are never told in what the solution of religion will consist. We 
are asked to believe that the accumulation of evidence to show 
that man is helpless without religion is an accumulation of evidence 
proving that he can be saved by religion, and by religion alone. 
The negative is powerfully reasoned; the positive must be an act 
of faith. 

T. H. MarsHaLi 
London School of Economics. 
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Cybernetics : Control and Communication in the Animal and the 
Machine. By NoRBERT WIENER. (New York, Wiley, 1948. 
Pp. 194. $3-00.) 


“Tr the seventeenth and early eighteenth centuries are the 
age of clocks, and the later eighteenth and the nineteenth centuries 
constitute the age of steam-engines, the present time is the age of 
communication and control.’’ Cybernetics (from the Greek for 
the problems of steering) is the theory of control and communica- 
tion; while its primary applications are to the construction of 
servo-mechanisms and the study of the nervous system, the 
central concepts are highly suggestive for the social sciences. 
For this reason Dr. Wiener’s book, although it barely mentions 
economics, deserves to rank with von Neumann and Morgenstern’s 
Theory of Games and Noyes’s Economic Man as an important 
methodological contribution. 

Cybernetics, as a study organised around a problem rather than 
a specific discipline, has encountered all the obstacles to effective 
research inherent in extreme departmental specialisation of know- 
ledge. A long introduction traces the history of the development of 
communication between students of communication, the realisa- 
tion of the nature of the problem and the emergence of the main 
concepts and applications. This chapter is extremely interesting, 
both as an example of cybernetic problems in the sociology of 
knowledge, and as a convenient summary of the subject—all the 
more useful as the three chapters which contain the essence of the 
theory not only require mathematical competence beyond the 
capacity of most readers, including this reviewer, but show signs 
of sub-standard proof-reading (for example, the omission of two 
formule on p. 77). 

Communication engineering differs from power engineering 
in that its interest is not economy of energy but accurate trans- 
mission of signals. The central concept of cybernetics is the 
message, “‘a discrete or continuous sequence of measurable events 
distributed in time”; it is a branch of statistical mechanics, 
because the message is a time series in which error is cumulative, 
and the transmission of a number of messages gives rise to a 
statistical distribution involving the problem of prediction. This 
has important philosophical implications (Chapter I), since 
cybernetics employs a biological or Bergsonian concept of time in 
place of the Newtonian (reversible) time. 

Chapters II, III and IV outline the statistical theory of cyber- 
netics, and should be of considerable interest to statisticians. 
Chapter II deals with the relevant sections of ergodic theory 
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(groups and transformations). Chapter III develops the central 
cybernetic theory of the amount of information conveyed— 
central because it provides a standard for the optimal designing 
(in either a mathematical or an engineering sense) not only of 
systems for communicating information, but of operators for 
predicting the future of a given time-series, and of compensators 
for separating information from “‘ background noise.’’ Chapter 
IV deals with the theory of “ feedback.’’ Feedback is another 
method of compensating for errors in the transmission of messages’: 
“‘ when we desire a motion to follow a given pattern, the difference 
between this pattern and the actually performed motion is used as 
a new input to cause the part regulated to move in such a way 
as to bring its motion closer to that given by the pattern.” 
However, excessive feedback may give rise to oscillation. 

The latter part of Chapter IV discusses voluntary, postural 
and homeostatic feedback in the human organism. Recognition 
of the importance of voluntary (proprioceptive) feedback con- 
stitutes a great advance in neurophysiological theory, and directly 
explains the pathology of ataxia. The next three chapters con- 
tinue the biological application of cybernetics: there is a close 
analogy between the nervous system and the single run of a 
computing machine, not merely because the active-refractory 
operation of the neuron and the synaptic contacts parallel the 
series of binary choices employed in the most efficient computer, 
but because analogues of memory and learning can be built into 
the machine; the analogy suggests a fruitful non-materialist 
approach to the psychopathology of functional disorders of the 
brain. 

The final chapter is sociological. Dr. Wiener distinguishes 
between the information available to the individual and to 
society ; the latter, which determines the degree of social integra- 
tion, depends on the extent of intercommunication, and tends to 
vary inversely with the size of the community. Dr. Wiener 
bewails “ the extreme lack of efficient homeostatic processes ”’ in 
the modern community, which he attributes to the fact that “ the 
market is a game’”’ and to private ownership of communication 
media (Knight and Innis respectively have analysed these problems 
more dispassionately). However, Dr. Wiener is sceptical of the 
prospects of improvement by cybernetics, since in the social 
sciences the statistical runs are too short and the observer too 
closely coupled to his material. 

In view of the author’s own scepticism about the applicability 
of cybernetics to the social sciences, the reader may well wonder 
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what use it has for economics. Certainly Dr. Wiener’s argu- 
ments are strongly against the possibility of fruitful econometric 
application, though the statistical theory may nevertheless interest 
statisticians. 'The reviewer believes, however, that the notion of 
society as a communicating rather than an energy-conserving 
system, and the associated concepts of amount of information and 
feedback, are capable of throwing a great deal of light on a wide 
range of economic problems. 

A few examples must suffice for illustration. In value theory, 
a considerable part of the existing analysis of stability conditions, 
dynamics, lags and expectations is ultimately concerned with the 
efficiency of economic communication; the cobweb theorem, un- 
stable equilibrium and trade cycles all involve excessive feedback. 
Central banking control also seems amenable to treatment as a 
communications problem, particularly as regards bank-rate policy : 
that ‘‘ delicate and beautiful instrument ” owed its effectiveness as 
much to its signal effects as to its economic leverage, as is evident 
from the MacMillan Report. In economic history, the growth of 
economic organisation is in large part a function of the availability 
and communication of economic information—which recalls 
Adam Smith’s theory of evolution in terms of the extension of the 
market. Finally, the concept of entrepreneurship as a feedback 
process provides a convenient bridge between Usher’s Gestalt 
interpretation of entrepreneurial psychology and Schumpeter’s 


theory of economic development. 
Harry G. JOHNSON 
Jesus College, 
Cambridge. 


Rank Correlation Methods. By MauriceEG. Kenpaty. (London: 
Charles Griffin, 1948. Pp. vi + 160. 18s.) 


At a recent jubilee meeting of statisticians the sentiment 
which evoked the applause of the evening was “ the best things 
in life are not measurable by statistics’ and one is, no doubt, 
being old-fashioned in hoping that they will remain so, though it 
has lately been noted, with some trepidation, that UNESCO is 
about to identify the Hundred Best Books. The essence of 
statistics is measurement, and at first sight there is something 
paradoxical in there being a branch of the science of statistics 
designed for application to entities which cannot be measured. 
The paradox is resolved in the fact that the method of ranks 
assigns numbers, admittedly arbitrary, to states which are 
essentially qualitative, for instance, the hierarchy ‘ good,” 
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“fair,” ‘‘ poor”? in numbers 3, 2, 1. From its earliest origins 
statistical science recognised qualitative distinctions: the class 
divisions in frequency distributions are not necessarily measures, 
More often than not, the 2 x 2 frequency table designed to 
establish significant relationship, e.g., between treatments and 
results, is qualitative in character. 

In its field of application, and to a certain extent in its adepts, 
the statistical theory of ranks stands apart from the main body 
of statistical science. It is accordingly useful to have a mono- 
graph on the subject which the author shows lends itself to tidy 
treatment, and to which he has himself notably contributed. 

Two coefficients of rank correlation are discussed in this book, 
p, which is the familiar Spearman figure, and r. The Spearman 
coefficient is the ordinary coefficient in which in a sample of n 
pairs of observations the ordinal numbers 1,2 . . . , n are assigned 
as measures. For the compilation of + each of the n(n — 1)/2 
pairs of entities are considered, each same order being given a 
score of + 1 and each diverse order a score of — 1. The coefficient 
7 is the quotient of the sum of the scores divided by the maximum 
possible n(n — 1)/2._ The author briefly discusses the relative 
merits of the two coefficients, preferring + to p and, in conse- 
quence, devoting more attention to 7. The reviewer ventures 
mildly to demur as to this preference, while agreeing that it is 
very useful to have a theory for 7. It would be interesting to 
investigate the relative efficiency (or sensitivity) of the two coeffi- 
cients for determining real relationship between two characters 
in samples of given size. The reviewer’s guess—he may be quite 
wrong—is that p is the more sensitive because it seems to take 
more account of the magnitude of the characters than does 7; 
furthermore, as the author shows, Spearman’s coefficient in the 
large-sample normal case is a far better estimator of the popula- 
tion-correlation coefficient p’ than is ¢ the estimate of 7. If this 
were so, it would outweigh the disadvantages mentioned by the 
author of slower approach to normality in frequency distribution 
and greater difficulty in dealing with the problem of ties. Mathe- 
matically, p seems, in general, easier to deal with than 7; it gives 
a clearer concept of partial correlation and in general makes it 
possible to apply ordinary theory (multiple regression, analysis of 
variance, etc.) to problems of rank simply by regarding rank as an 
actual measure. The moments of p can be so readily computed 
that a close approximation of the actual frequency should be 
determinable for all sample sizes; as the author states, the exact 
probabilities for the case of no relationship are known exactly 
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for n < 8, and can be approximated by a Pearson Type VII 
distribution for n > 8. 

In using the normal approximation for testing significance, 
the author indicates that, as a correction for continuity, unity 
should be added (for negative scores) or deducted (for positive 
scores) before dividing by the exact standard deviation. As a 
theoretical point of little practical importance unless the samples 
are very small, it may be observed that the Sheppard corrections 
should be applied to the “ raw ” variance, i.e., 4 should be deducted 
from the original variance in the case of r. 

The author discusses not only the significant departure from 
true zero values of the coefficient 7 but also the possible deviations 
in random samples of given size when the universal value is not 
zero. The reviewer found it difficult to envisage applications in 
which this problem has practical importance. It seems to endow 
7 with an objective validity which it does not possess. The 
analogous problem of the classical correlation coefficient has the 
practical justification that approximate ascertainment of the true 
(or universal) coefficient is a means towards the end of determining 
the joint frequency distribution. 

Is it correct to state (p. 109) that there is no parent value of the 
Spearman correlation p? Surely the procedure outlined on page 
49 for estimating the value of 7 from a sample of n from a parent 
population of N could equally be used to derive an estimate of p, 
and hence to define a population value of p. 

In clarity of treatment, in nice balance between mathematics 
and application, in accuracy, the present work reaches Mr. 


Kendall’s high standard of text-book writing. 
R. C. GEARY 
Dublin. 


The American Democracy : A Commentary and an Interpretation. 
By Harotp J. Lasxr. (London: Allen and Unwin, 1949. 
Pp. x + 785. 25s.) 

A FULL-DRESS book by Professor Laski on American Demo- 
cracy is an event. There are few indeed in this country who can 
approach him in the extent of his knowledge of American affairs, 
and serious students cannot fail to benefit from the experience of 
reading these seven hundred pages of sustained writing on most 
aspects of American life. In an age of specialisms it was almost 
too much to hope that any professional writer would have the 
courage to present, even out of the fullness of a lifetime’s study a 
complete picture of American study. Not since Bryce has an 
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Englishman attempted anything on this scale. Yet this is a 
function which foreigners have traditionally performed for 
Americans, who, understandably, have never developed a critical 
tradition which has enabled them to write about themselves, 
At a time when American technique has come to dominate in 
scholarship almost as much as in engineering we must be thankful 
that a foreigner like Professor Laski can still perform so central a 
function on the home ground. 

It goes without saying that such an ambitious treatment 
must be uneven in quality, however erudite and panoramic the 
author’s mind. It is therefore a tribute to Professor Laski that 
his commentary while attaining points of immense subtlety and 
penetration never falls below the level of great competence. 
In his own chosen field of politics he demonstrates his accustomed 
mastery; yet he has rightly chosen to limit severely the amount 
of space allotted to this not only because so much has been written 
elsewhere but also because the old-fashioned political approach 
to ‘‘ the American problem ” has ceased to yield results and needs 
urgently to be supplemented by that of sociology. The chapters 
on American culture, minority problems, the professions and 
Press, radio and cinema, for example, provide a much needed 
corrective to the classical political commentary. This being so 
one must not grumble if much of the comment on these more 
speculative topics is less original than one might have hoped, and 
is already the common coin of those who have studied and lived 
in America. In so far as the book is intended for the uninformed 
reader this is no criticism ; but the general level of erudition makes 
exacting assumptions about the reader’s knowledge, and one is 
left in some doubt as to the exact audience the author had in 
mind. The writing is versatile and flexible, and the complexities 
of American experience are handled with consummate skill; on 
the other hand, the style is often too allusive, and too often the 
argument is inferred, not stated. Finally, one cannot help 
regretting that the magnitude of the task, which from internal 
evidence appears to have demanded extensive use of dictation, 
has caused a deterioration in Professor Laski’s normally effective 
prose. 

If the argument is often too encrusted with illustrative matter 
to be immediately explicit, its general lines are not far to seek. 
What Professor Laski appears to be saying is first, that in America 
the ideal of equality for a time took its most advanced practical 
shape; second, that this ideal became identified with a parti- 
cular form of society, t.e., capitalist democracy, which by its very 
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nature makes the continued evolution of that ideal increasingly 
difficult; third, that therefore American democracy, having sur- 
mounted the crisis which gave it birth and the crisis over slavery 
now faces a third crisis. Only a radical change in the character 
of the state will make possible once again a condition of genuine 
equality (and therefore the free society) and will ensure that the 
“ American principle of civilization ” is not out of step with, and 
therefore a menace to, the world as a whole. That change is the 
introduction of the socialist State through the instrument of the 
Labour movement acting as a political party. 

The argument is never stated so baldly. Indeed, Professor 
Laski is too sophisticated a student of America not to be aware of 
the many qualifications to be inserted before it might become 
tenable. Yet one cannot help feeling that some such thesis under- 
lies the entire 700 pages of description and analysis. It would be 
difficult to deny that there is much in this as a working hypothesis. 
This has, indeed, led the author to many insights, particularly in 
reducing to more probable proportions against a broader American 
background the phenomenon of industrial capitalism between the 
Civil War and the Great Depression. It is well to be reminded, as 
American historians are also reminding us, that laissez-faire is 
not synonymous with “ the American way.”’ But when it comes 
to the forefront of the picture Professor Laski’s own perspective 
appears to be as faulty as that of, say, Andrew Carnegie. It is 
almost as mistaken to identify the American society of to-day 
with the industrial capitalism of Henry Ford or of the Haymarket 
riot as it was a century ago to identify it with the institution of 
slavery. Professor Laski appears over-eager to believe that the 
Republic, like the ancien régime, is incapable of reform. He 
tends to minimise the success of the American reforming tradition 
which has consistently returned to the charge and which provided 
a solid basis for action between 1233 and 1939. At the same time 
he overdraws his picture of capitalism, harping back as he does to 
ogres like those of Wall Street who figure in an antediluvian, or at 
any rate pre-1929, folk-lore. His impatience for an evolution on 
the European pattern leads him to neglect the special problems of 
American statesmanship which derive from the essentially con- 
tinental and federal nature of the State. Whatever the solution 
of America’s internal problems, one can be certain that it will be an 
indigenous solution based upon an innate understanding of 
America’s characteristic needs. To be impatient with American 
progress in this respect is natural for a European who depends so 
much on it, and for a socialist to whom the American worker 
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appears so bashful in his “ historic role.” But it is suprising in 
one so learned in the American tradition as the author of The 


American Democracy. 
FRANK THISTLETHWAITE 


St. John’s College, 
Cambridge. 


The Concentration of Economic Power. By Davip Lyncu. 
(New York : Columbia University Press (London: Geoffrey 
Cumberlege), 1946. Pp. 394. 30s.) 


Mr. Lynou provides a guide book to the documents of the 
Temporary National Economic Committee which will aid many 
whose heart has quailed at that groaning shelf of volumes. He 
describes the atmosphere in which T.N.E.C. was set up, gives 
thumbnail sketches of its personnel and an outline of the hearings. 
He then analyses the reports both by subjects and by industries. 
All this provides a useful index to the documents. But his book 
is not merely that. It makes also a shrewd and lively commentary. 

The total effect is somewhat depressing. It has long been a 
catch phrase in this country that merely letting in the light on 
monopoly would do a great deal of good. But in the U.S.A. 
there has been plenty of light. As Mr. Lynch points out, T.N.E.C. 
found very little that was new. Some fresh examples were un- 
earthed, but all the categories of monopoly practice, from cunning 
legal evasion of the law to outright corruption and violence were 
already well known. The effect of publicity seems rather to induce 
a mood of dreary cynicism than an urge to reform. 

The law has not merely failed, very largely, to defend con- 
sumers from exploitation by producers. It often actively assists 
exploitation. Most States now have “fair trade”’ laws which 
impose resale-price maintenance on all retailers in the State as 
soon as any one has signed an agreement with a manufacturer to 
retail his commodity at a given price. Not only States, but also 
the Federal Government, tax margarine to defend butter from a 
cheap substitute. Even laws which were genuinely designed to 
defend consumer interests—for instance, the compulsory pasteuri- 
sation of milk—are turned into a vehicle for monopoly. Con- 
sumer information services, purporting to give impartial advice to 
buyers, turn out to be advertising agencies in disguise. (Adver- 
tising was a topic which T.N.E.C. resolutely refused to discuss.) 

The plentiful revelation of scandals was followed by vague and 
feeble recommendations for remedies. Mr. Lynch accounts for 
the atmosphere of frustration which this great inquiry produces 
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by its saturation in mythology. “The fetish is competition. It 
is a sort of emotional, cult-like, uncritical acceptance and repeti- 
tion of the notion that competition is characteristic, feasible and 
desirable ’’ (p. 92). Even great monopolists, such as the repre- 
sentatives of the steel industry, are never tired of affirming their 
faith in competition. 

The whole issue of unemployment was side-tracked by attri- 
buting it to lack of competition, and Professor Hansen’s views 
were dismissed as “ un-American ”’ (p. 348). 

It was this attitude of mind which, in Mr. Lynch’s view, 
prevented T.N.E.C. from facing the realities of a modern industrial 
system. “The question whether concentration is inevitable, 
beneficial and desirable from the standpoint of productive 
efficiency and the use of modern technology went quite unex- 
plored’ (p. 360). The discussion of economies of large-scale 
production was extremely sketchy, and even as a factual survey of 
the extent of concentration the report was disappointing. To 
suggest that a profit-seeking economy, by its very nature, pro- 
motes combination in the search for profit was blasphemy against 
the myth. In a dissent even from the mild recommendations of 
the Final Report, Representative Summers wrote ‘‘ we seem to 
have forgotten that there is a living God whose laws control every- 
where, guiding, directing and compelling human beings to be 
governed by them in their economic and political government, 
as distinguished from being governed by the theories of men.” 
(Quoted, p. 352.) But if T.N.E.C. thought like ostriches, they 
worked like beavers, and their massive documents will long remain 
a rich quarry of material for research, and Mr. Lynch’s book a 


handy guide to it. 
Joan ROBINSON 
Cambridge. 


Collective Bargaining : Principles and Cases. By Joun T. DuNLop. 
(Chicago: Richard D. Irwin, Inc., 1949. Pp. xvi + 433. 
$5.00.) 


Tuts book is one of a number of recent American publications 
which illustrate the subject. of collective bargaining by the method 
of case study. The first part of the book surveys the issues and 
the procedure adopted in the conduct of collective bargaining. 
The second part contains a collection of seventy cases in which the 
issue in dispute and the contentions of the parties, but usually 
not the decision arrived at, are stated. 

The cases, although illustrating the diversity of issues involved 
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and indeed the astonishing variety of matters on which manage- 
ment and organised labour appear to be able to disagree, are 
illustrative not so much of collective bargaining as of its failure. 
They appear, although the point is not entirely clear, all to be 
cases where the ordinary procedure of collective bargaining has 
failed to settle disputes and resort has had to be had to arbitration 
in one form or another. While, therefore, they illustrate the 
subject-matter of collective bargaining, they do not throw much 
light on the equally important topic of its procedure and methods, 
except so far as arbitration itself can be said to be part of the 
collective-bargaining process. They are, moreover, mostly cases 
of failure to agree over the interpretation of the provisions of 
existing agreements. The method of case study would no doubt 
be difficult to apply to the complicated issues involved in settling 
a new wages agreement. Nevertheless, as the author himself 
points out, it is the legislative function of collective bargaining 
in creating new agreements rather than the administrative and 
judicial function of interpreting existing agreements which, 
judged from the standpoint of resulting work stoppages, requires 
greatest public attention. 

It is a common belief—and it would appear, at least in the 
U.S.A., to be one which is applied in practice—that the judicial 
function of interpreting existing agreements is more suitably 
entrusted to an arbitrator than is the legislative function of for- 
mulating new agreements. Nevertheless, as the author himself 
says, there are no “right’”’ answers to many of the problems 
presented, even in the cases which involve merely interpretation, 
and that is perhaps why he has not, except in a few cases, quoted 
the decision which was, in fact, given. So far as one can judge 
from the arguments advanced by the parties in the cases cited, 
the practice of submitting questions of interpretation to the 
judicial process of arbitration tends to encourage a narrow legal- 
istic approach to the whole course of collective bargaining. 

We may well conclude that interpretation of collective agree- 
ments, in cases where there is genuine and strongly held difference 
of opinion, is no more and no less suitable for arbitration than is 
the process of formulating the collective agreement itself. So far as 
the promotion of harmonious industrial relations is concerned, the 
method is almost always more important than the matter of the 
settlement, and agreement is almost always preferable to arbitra- 
tion. One obstacle to agreement between the parties which may 
account for the frequency with which resort has to be had in the 
U.S.A. to arbitration on questions of interpretation is the fact 
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that the party on the employer’s side to a collective agreement 
is usually an individual company and not, as in this country, 
an employers’ association. When, therefore, any question of 
interpretation arises, it has to be discussed by the trade union, 
not with a representative of all the employers in the industry, but 
with the individual directly involved in the case. Not only his 
direct financial interests but also his prestige may be involved in 
maintaining to the end a point of view which he has adopted in the 
earliest stages of the dispute, even though it is based on a narrow 
legalistic interpretation of a dubious text. 

Whether the basis of collective bargaining is to be consent 
or compulsion is the fundamental problem of industrial relations 
inthe U.S.A. The author points out that, judged by the experi- 
ence of Western European countries, collective bargaining in the 
U.S.A. is young and that American employers have been as difficult 
to organise effectively for collective bargaining as were the workers 
formany years. He suggests that the future will see the formation 
of employers’ associations and the extension of multiple-firm 
collective bargaining. Whether such developments would en- 
able the U.S.A. to rid itself of the complications and discords 
involved in its legislative attempts over the past two decades to 
enforce the duty of collective bargaining is a matter which the 
author does not discuss. He does, however, point out that the 
existing legislation was shaped hardly at all by the labour and 
management representatives most familiar with the working of 
the system of collective bargaining. He suggests that even more 
important than the provisions of the law on the subject is that 
the law itself should represent a measure of agreement between 
management and labour. 

Perhaps, however, when the day comes that American 
management and labour are able to agree on the text of a Labour— 
Management Relations Act, legislation will no longer be necessary 


to impose the duty of collective bargaining. 
H. S. KirkKatpy 
Queens’ College, 
Cambridge. 


Greater Productivity through Labour-Management Cooperation. By 
ErNEst Date. (New York: American Management Associa- 
tion, 1949. Pp. 197. $5.00.) 


‘“Co-OPERATION ”’ and even “ productivity” have become 
words suspect of covering well-intentioned but largely subjective 
pep-talk. Mr. Ernest Dale’s research report restores to these 
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words a welcome objectivity. He does not include under co- 
operation every relation between management and labour that 
may possibly make for increased productivity, and he takes in- 
centive plans and trained and more intelligent foremanship as 
alternative, though often complementary, policies. Nor does he 
hesitate to report (for example, pp. 57, 81, 83, 100) reasons for 
preferring such alternative, authoritarian, methods in certain 
cases. The relations included under co-operation are (marginally) 
suggestions from single workers, and trade-union advice; and 
(mainly) the working of formal joint bodies in which both labour 
and management are represented. 

Mr. Dale’s conclusions are largely based on the answers to a 
questionnaire addressed to almost a thousand manufacturing 
companies believed to have some types of labour-management 
co-operation. 263 companies filled in the questionnaire, though 
apparently (p. 127) only about 200 even of these reported engaging 
in co-operation of some kind. The purposes for which co-opera- 
tion was used most frequently were (in that order) accident pre- 
vention, elimination of waste and defective work, further labour 
understanding of policies, regulating attendance, insurance of 
workers, quality of control, job evaluation, control of physical 
working conditions, and regulation of lateness. All of these pur- 
poses were mentioned at least a hundred times in the answers, but 
as the author frankly admits (p. 23-4) the areas of co-operation are 
chiefly those in which “ the possibility of conflict is small.”” Wages 
and hours of work are noticeable by their absence, though, while 
mentioned relatively infrequently, incentive systems and setting 
output standards are by no means barred from co-operative action. 

Formal labour-management co-operation schemes limited in 
number and in purpose are also, Mr. Dale finds, limited in function- 
ing by the requests both (curiously enough) of the management 
and the trade union. Each party insists that the other shall be 
“‘ mature ”’ and wishes to limit co-operation to information, advice 
or occasionally “ constructive co-operation,” and to exclude actual 
joint determination. The management feel they must have the 
final “ say,’”’ and usually (p. 169) joint responsibility is too much 
of a burden for union representatives. They may ask for it, but 
actually be unwilling to take it because it may associate them 
with failure, or in the case of success, mark them as ‘“ collabora- 
tors.” 

Within these limits to the extent, purpose and activities of 
labour co-operation certain successes have been scored, which Mr. 
Dale recounts in Part IT of his report, under job-evaluation, work 
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measurement, and ‘“‘ meeting” and “improving” standards of 
output. Co-operation helped to meet standards, for instance, by 
promoting greater understanding of policies among the workers 
and by reducing absenteeism. It improved standards by stimu- 
lating suggestions from workers. The annual suggestions on the 
Central Illinois Railroad were doubled, and the percentage of those 
adopted nearly doubled again, after a labour-management com- 
mittee took over from pure management. But perhaps the most 
fundamental gain to productivity was in job-evaluation. Job- 
evaluation works out a “ fair” wage structure such that each job 
is paid a rate differentiated to compensate for the different skill 
and effort involved. Though apparently new to the business 
world, evaluation is based on ideas far from new to economists. 
It is, in fact, a method of taking into account Alfred Marshall’s 
“net advantages ’” and Adam Smith’s “‘ circumstances which make 
up for a small pecuniary gain in some employments and counter- 
balance a great one in others.” Instead of following traditional 
and often obsolete distinctions between skilled and unskilled 
work, job-evaluation starts anew from such first principles as the 
job’s agreeableness or dis-agreeableness, or the difficulty of learning 
it, and rates its wage accordingly. Experience such as that of 
the U.S. Steel Corporation (pp. 34-7) proves the value of the 
workers’ co-operation. Indeed, equitable wage differentiation 
(however fatal to mobility) is an area where trade-union and 
employer ideology is identical, and the reduction of strikes about 
wages from 219 to 10 per year (p. 36), as the Corporation under- 
took co-operatively the “ wage inequity elimination,” is very 
significant. 

Mr. Dale carefully weighs in his Part III various factors, 
such as personalities and the method of sharing gain, which must 
be considered before introducing co-operation, and in Part - V7 
he gives careful advice on the detailed organisation of its intro- 
duction. He does not allow enthusiasm or practical precept to 
run away with him, however. He holds firm to the principle 
that pace Lord Beveridge (p. 165) “‘ labour does not usually resist 
the temptation to exploit its bargaining strength ” based on full 
employment, and that (p. 174) ‘‘ formal cooperative plans should 
be started in the areas of greatest common interest.” The Ameri- 
can industrial climate does not appear in this report to be very 
different from the British, and the experience gathered by Mr. 
Dale of intimate local joint control should help in judging its 
results here on industrial peace and efficiency. These results may 
well prove more concrete than those of the remote joint control at 
No. 236—vVOL. LIX. RR 
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the top-level directing board advocated by guild socialism in the 
past, and by some trade-union leaders to-day. ‘‘Common interest” 
between labour and management will certainly be more difficult 
to find at the top where consumers, industrial and export markets 
must be thought of, and large-scale re-organisation and re-equip- 
ment, rather than the details of events with which labour spends 
his working life. 

Mr. Dale’s report is such a valuable reference book for and 
against a variety of policies advocated here and now, that one 
must regret the absence of an index. There is, however, a useful 
classified bibliography. 

P. SARGANT FLORENCE 
University of Birmingham. 


An Economic Geography of Great Britain. By WiLFRrep Smitu. 
(London: Methuen & Co., 1949. Pp. xv + 747. 32s. 6d.) 


‘“‘ INTEGRATION ” may be considered the educational world’s 
slogan of the year, and economic geography, to judge from Mr. 
Wilfred Smith’s work, is certainly an integrating discipline. If 
economists want to be in the swim and in their thought and teach- 
ing take into account geology, technology and industrial history, 
not to mention some statistical techniques, here is their text- 
book. Unlike so many students of geography, Mr. Smith writes 
well, does not swamp his reader in too detailed description, and 
follows a clear plan. Three chapters forming Part I give an 
historical summary, while the bulk of chapters in Part II take up 
the main branches of industry, including agriculture, mining and 
transport. A chapter on Foreign Trade and the British Economy 
is last, but, to the eye of an economist, certainly not least. 

Clearly the author of such a comprehensive work must be a 
man with wide knowledge and power to distil it. Mr. Smith has 
already proved himself as an agricultural historian and statistician 
of his own Lancashire, and as an expert in industrial location on 
Merseyside ; he is now shown to have read widely in the integrated 
topics, including location economics and industrial physiology 
(e.g., for humidity) and to be able to seize upon significant indices. 

Here, however, one criticism must be made. The indices he 
refers to so frequently, such as the tests of an industry’s heaviness 
or immobility as factors in its location, or degree of localisation, 
are not comprehensively applied. We are given no list of in- 
dustries with their indices to serve as a frame of reference. Baking, 
for instance (p. 559), is said to be a relatively mobile industry on 
all tests—weight of materials, value of product per ton and cost 
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of materials as percentage of gross output. Applying these tests 
to a large number of industries I have found bread-baking a 
slightly heavier than average industry. Out of fifty-five indus- 
tries, ranked lightest first, it comes thirty-second in point of weight 
of materials per operative, twenty-seventh in point of cost of 
materials, forty-eighth in point of weight per given value of pro- 
duct. In spite of fragmentary, isolated, references we must be 
grateful to Mr. Smith for the use of statistically measurable tests 
at all. Let us hope that geographers and economists will soon get 
together to discuss the extension and the significance of such tests. 
My own view is that weight of material per operative, and weight 
and high cost of carriage per value of product is significant for 
mobility and location, but percentage of production cost spent on 
materials, so fatally easy to obtain from the Census of Production, 
is not. Mr. Smith shows (p. 399) that the percentage of total 
cost spent on materials for the motor industry rose considerably 
from 1924 to 1935, and he attributes this to greater mass produc- 
tion with its lower labour costs. But it might just as well be due 
to disintegration. When earlier processes are dropped, the material 
that is bought from outside is more highly processed and thus 
more costly. As Mr. Smith admits for some industries, for 
example motors (p. 400), but not for the majority, high percentage 
cost of materials does not necessarily imply that materials deter- 
mine location. Among industries with the highest cost of materials 
are retailing and cotton spinning and weaving, but the former is 
dispersed, the latter localised away from materials. 

Mr. Smith breaks new ground in comparing (p. 380) the num- 
ber of workers in county boroughs with that in other areas, as a 
measure of the rural dispersion of industries; and he also shows 
enterprise in giving regional distributions of workers in the past, 
which enable us to summarise the historical trend towards or away 
from localisation. Clothing and shoemaking were clearly becoming 
more localised between 1850 and 1931. Based on Mr. Smith’s 
distribution (pp. 503, 528) my coefficient of localisation rises for 
shoes (makers and repairers) from 0-05 to 0-37; for tailors from 
0-06 to 0-20. In agricultural marketing, too, economists are given 
valuable though, again, isolated data. We are told (p. 234) that 
“ within the range of (milk) collection for the London market . . . 
the greater part of Somerset in 1927 lay beyond the (normal) 
limit of collection.” Could not Mr. Smith have given a map of 
the whole of the London “ milk-shed,” as Americans have done 
for New York and most of their large towns ? 

Providing useful summaries of the facts and the trend in facts, 
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Mr. Smith attempts to interpret them in a language that econo- 
mists can understand. He looks to costs of production, costs of 
transport, costs of storage, factor costs. An admirable index will 
help economists to follow up his interpretation of the geography 
of a wealth of industries, far beyond the small sample a reviewer 
can quote. 


P. SARGANT FLORENCE 
University of Birmingham. 

































Unemployment Insurance in Great Britain—1911-1948. By Sr 
FrRaNK TittyaRD. (Leigh-on-Sea: The Thames Bank 
Publishing Company, 1949. Pp. ix + 233. 21s.) 


THE unification of the social services under the legislation of 
1946 which came into operation in July 1948 and the high level 
of employment which still prevails have tended to obscure some of 
the special problems of unemployment insurance which figured so 
prominently in the inter-war years and which may again prove 
of pressing importance. This book has a special value in recalling 
the strains imposed on such a system by heavy and long-continued 
unemployment. It weaves its way with commendable clarity 
through the confusing mass of legislation which marked the con- 
flicting attempts to preserve the solvency of a contributory in- 
surance fund and to pay benefit without test of means to persons 
unemployed for lengthy periods. 

These problems were in some measure solved, even before the 
1946 Act, by making Extended Benefit a charge on the Exchequer 
alone and by setting up the Unemployment Assistance Board, 
but much of the experience of the years before 1939 will still be 
relevant, perhaps as affording examples of what to avoid rather 
than what to emulate, if unemployment on any considerable scale 
should again emerge. A book such as this makes it easier to 
understand, for example, how the “‘ genuinely seeking work ”’ rule, 
introduced for a special and limited purpose at a time when there 
was work to seek, came to be applied generally as a substitute for 
relaxed contribution conditions and came near to making a mock- 
ery of the system at a time when employment was not available, 
however genuinely sought. It is easy to conclude from the history 
of this single rule that, if unemployment benefit cannot be or is not 
to be paid continuously and as of right whatever the duration of 
unemployment, its limitation is far better regulated by objective 
and automatic rules such as contribution conditions than by 
subjective and discretionary verbal tests. 

A scheme, which in its origin in 1911 covered 2} million 
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workers and provided benefit of 7s. per week without supple- 
mentation for dependants, may seem to have been transformed 
out of all recognition when applied, as it now is, to some 20 million 
workers and providing benefit (for a man with a dependent wife 
and child) of 49s. 6d. per week. Nevertheless, as the author 
reminds us, despite all changes in scope and scale, there has been 
remarkable continuity in regard to many of the principles of the 
scheme and its administration. The tripartite source of finance, 
the system of not varying contributions or benefits in accordance 
with wages categories, many of the conditions and disqualifications 
for benefit, and much of the administrative and adjudicatory 
machinery which characterise the scheme to-day are directly 
derived from the 1911 Act. 

The present book is essentially a legislative history of unem- 
ployment insurance. It does not attempt to deal in any detail 
with the social or economic consequences or the political back- 
ground of the system. Its main value lies in showing exactly 
what happened in the field of legislation and administration rather 
than why. The author tells us that the book was written in 1941 
and originally intended to be published at the ena of the War. 
It was, however, delayed, first by publishing difficulties, and then 
to enable the author, with the aid of a collaborator, to incorporate 
chapters on the Beveridge Report and on the unemployment- 
insurance provisions of the new national insurance scheme. The 
book bears certain marks of its history, and it is questionable 
whether it would not have been preferable to adhere, despite 
delay, to the original intention and to have omitted any attempt 
to deal with the Beveridge Report and subsequent developments. 
The chapter on the Beveridge Report consists almost entirely of 
quotations from the Report itself, and the treatment of subse- 
quent developments is exceedingly condensed. It is difficult, 
moreover, to see any good reason why ten pages should have been 
devoted to a tabular statement showing where in the Unemploy- 
ment Insurance Act of 1935 can be found the corresponding 
provisions of earlier Unemployment Insurance Acts unless one 
assumes that the author had prepared the statement in 1941 and 
felt it a pity to waste the labour of so doing even though the 1935 
Act is now no longer operative. 

H. S. Kirkatpy 
Queens’ College, 
Cambridge. 
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The Rural Market : A compilation of facts relative to the agricultural 
industry, rural standards of living and purchasing habits, 
Edited by J. W. Hopson and H. Henry, in collaboration 
with G. Browne. (London: Hulton Press, 1948. Pp. 132. 
21s.) 

Tais book does not altogether live up to its sub-title. The 
intention of surveying rural standards of living appears to have 
been dropped from the programme after the title-page was set up, 
and the book as it stands falls into two parts. One of these con- 
sists of the results of sample inquiries into the reading of news- 
papers and the purchasing of certain types of commodity by the 
rural population; and the other consists of “a simple outline of 
the British agricultural industry,”’ offered ‘‘ as a help to the towns- 
man, and the businessman in seeing the facts and figures against 
their proper background.” 

This “‘ simple outline ” consists of a number of tables extracted, 
for the most part, from the Monthly Digest of Statistics, the 
Agricultural Statistics and the National Farm Survey. The 
principle of selection is not entirely clear, as the commentary is 
very superficial. The information contained in the county live- 
stock and crop-acreage tables could have been much more satis- 
factorily presented in a series of maps. Mr. Hulton, realising no 
doubt that as a “compilation of facts about the agricultural 
industry ”’ this part of the book is pretty weak, hastens to repudi- 
ate any claim to “ completeness ”’ for it, contenting himself with 
the assertion that the book is “ the best collection of facts about 
the agricultural and rural community markets to be found in one 
place at this present time.” If this is true, it is astonishing. 
The academic economist finds it difficult to understand why an 
agency like the Hulton Press has been content to produce a sketchy 
miscellany of readily available data rather than a systematic 
study of the purchasing-power of the rural community. At one 
point, it is true, a diffident attempt is made, by applying the results 
of the N.F.U. Farm Accounts Scheme to the official estimate of 
the gross value of agricultural output in 1945-46, to arrive at 
estimates of the wage-bill, total rent payments and similar 
aggregates for the industry in that year. The estimated wage-bill 
is of the same order as that given for 1947 in the 1948 National 
Income White Paper. “ Repairs,” it is stated, “run into many 
more millions.” I cannot see how these aggregates can be of 
much help to anyone trying to sell anything, nor do they lead toa 
genuine statement of the “ Social accounts of British Agriculture.” 
What matters from the point of view of the salesman is, surely, 
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how many people have incomes in given ranges in given areas ? 
The estimates of “ annual requirements at saturation of machinery 
and implements in Great Britain, 1945”’ given at p. 45 seem to 
rest on assumptions as to agricultural policy and organisation of a 
somewhat far-reaching and speculative kind. 

The remainder of the book contains tables relating to the 
purchase of expendable stores and materials by farmers, and the 
purchase of newspapers and certain consumers’ goods by the 
rural population. This part of the book contains much interesting 
information. The extent to which the markets in fertilisers and 
other materials appear to be dominated by a few firms is striking. 

Assessment of the precise statistical significance of the results 
obtained by the sampling methods used in the inquiry is not easy. 
It seems certain, however, that the results of these inquiries repre- 
sent an important addition to the existing, generally qualitative, 
information on the consuming habits, and by implication, on some 
of the habits of life, of the rural population. It is difficult to 
summarise the information given in this section of the book. The 
activities surveyed include newspaper-reading, smoking, drinking 
and the use of various cosmetics, as well as other matters of equal 


sociological interest. 
EK. J. Buckatzscu 
Cambridge. 


Farm Accounts. By F. Sewe.t Bray and C. V. Dawe. (Oxford 
University Press (Incorporated Accountants Research Com- 
mittee), 1948. Pp. ix + 149. 15s.) 


FarMErs have for long been notorious for their reluctance to 
keep accounts. For this reason, the agricultural economist who 
wishes to carry out a survey has been accustomed to collect his 
data direct from the farm—indeed, he has often found it necessary 
to teach the farmer book-keeping and prepare the accounts him- 
self. Since 1939, however, more and more farmers have been 
brought within the scope of Schedule D, and professional account- 
ants are now employed by farmers to a much greater extent than 
formerly. It is of interest, therefore, to review a book produced 
jointly by an agricultural economist, Mr. Dawe, and an accountant, 
Mr. Sewell Bray. 

The book is divided into four chapters, of which the first three 
appear to have been contributed largely by Mr. Dawe. He has 
had long experience in the application of accounting to farming, 
and the first chapter describes the system used at Bristol Uni- 
versity. To the agricultural economist, however, accounts are 
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not an end in themselves. His purpose is twofold : first, to study 
the economics of agriculture as an industry, and secondly, to use 
these data to measure the efficiency of the individual farmer. It ‘s 
to the second of these aspects—the measurement of individual 
efficiency—that most attention has been given. For this purpose, 
the authors advocate (in the second chapter) the use of cost 
accounting. This is a subject to which much attention was given 
in the 1920s, and at that time it was the chief technique employed. 
It was found, however, that full cost accounting suffered from 
certain limitations when applied to agriculture. Unlike a factory, 
where each department may have its own staff and buildings, 
farming is a highly integrated process, and the allocation of costs 
presents many difficulties. Moreover, it imposes a considerable 
burden of clerical work on the farmer, and tends to be unpopular. 
For this reason, other techniques have been perfected—the survey 
method, the enterprise cost, the use of various input-output 
ratios and the like—which reduce the amount of recording 
necessary and, of even more importance, allow the economist to 
draw his sample from a wider field. Nevertheless, the authors 
have succeeded in reducing cost accounting to the simplest terms 
consistent with accuracy. This book may, therefore, help to 
revive interest in a technique which has been relatively neglected 
in recent years. 

The third chapter, ‘The Agricultural Economist and The 
Farmer,” starts with a brief historical sketch and then passes on 
to the interpretation of results to the farmer. This section is of 
considerable interest, but might have been still further improved 
by the inclusion of more examples. 

The final chapter is entitled “‘ The Professional Accountant 
and The Farmer.” In it the suggestion is made that the farm 
profit-and-loss account should be presented in the same form as in 
company accounts, where, after determining the “ operational ” 
profit, adjustments are made for reserve funds and the like, to 
determine the sum that can prudently be distributed to share- 
holders. In a company these are matters of vital importance, for 
the payment of dividends is a one-way transaction. But on the 
farm this is seldom the case. The number of farming companies 
in this country is negligible, and it is surely undesirable to introduce 
refinements suitable to a company unless vitally necessary. 
Indeed, a farmer reading Chapter IV, and its expansion in 
Appendix IIT, will be perplexed by the formidable list of adjust- 
ments suggested. Yet in essence they amount to little more than 
this: ‘‘ If your accounts show a profit, make some provision for 
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income tax and other contingencies (such as a rise in the cost of 
replacing equipment) before spending it.” This is excellent 
advice, but it could with advantage have been expressed more 
simply. 

The latter part of the chapter deals with an alternative method 
of valuing livestock (the so-called “ herd basis ”) recently intro- 
duced for taxation purposes. This is only one of the many 
problems in accountancy facing the farmer, and the space given 
to it is disproportionately large. In the first place, a lucid 
explanation of this subject is given in a pamphlet issued free of 
charge by the Inland Revenue authorities. In the second place, 
existing farmers had already made an irrevocable choice on this 
matter before this book was published. Even new farmers who 
still have this decision to make will find little in this book to 
explain the implications of their choice on tax liability—and that, 
after all, is the only point of interest to them. 

These flaws, however, are mainly confined to one chapter of 
this book, and it would be unfair to overemphasise them or to 
end on a note of criticism. Agricultural economists, accountants 
and many of the larger farmers will undoubtedly welcome a fresh 
restatement of the case for cost accounting—the first to appear for 


over twenty years. 
Forp G. Sturrock 
Cambridge. 


The Measurement of Colonial National Incomes: An Experiment. 
By Puyuuis DEANE. (Cambridge University Press (National 
Institute of Economic and Social Research, Occasional 
Paper No. XII), 1948. Pp. x + 173. 12s. 6d.) 


Tus book is ‘an interim report ’’ on what is described by 
Mr. Austin Robinson in his valuable Foreword as an attempt “ to 
discover by experiment the possibilities and limitations of the 
techniques in which we were interested.”” The techniques in 
which he and his colleagues, Mr. Meade and Mr. Stone, were 
interested when they approached the National Institute of Econ- 
omic and Social Research to find a suitable research worker “‘ who 
might attempt the task of measuring certain colonial incomes ” 
were the now world-famous techniques which Mr. Meade and Mr. 
Stone themselves had devised for measuring the national income 
and its composition in the United Kingdom. “ It was natural to 
ask,” writes Mr. Robinson, “‘ whether these, with the threefold 
approach through income, output and expenditure, were capable 
of universal application, not only to the national income of the 
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United Kingdom, but also to that of other countries both advanced 
and primitive.” (My italics.) 

Miss Deane became the experimenter. The experiment lasted 
nearly five years, mainly owing to the exigencies and difficulties of 
war-time. She was assisted by the Advisory Committee of the 
Institute, but hers was the constructive work. No reader of this 
book can fail to be immensely impressed with the exceptional 
skill and perseverance with which the experimenter has carried 
out the tasks assigned to her, and the lucidity and detail with 
which she has written up every aspect of the investigation itself. 
Indeed, her exposition of these techniques will in itself be found 
invaluable by all students of the subject. No author could be at 
greater pains to warn the reader of a tentative conclusion, or a 
suspected margin of error. 

It is at first a little puzzling why these National Income 
calculations should have been regarded as an ‘“‘ experiment.” 
It was not, of course, the first attempt to calculate the national 
incomes of under-developed societies, or the incomes of peoples 
mainly engaged in a subsistence economy. There have been other 
attempts—dating back to those of Professor R. A. Lehfeldt in 
South Africa, in 1918. 

It is clear that, notwithstanding various valuable by-products 
from the study, the very raison d’étre for it lay in the attempt to 
apply the very special techniques referred to above to the three 
territories of Northern Rhodesia, Nyasaland and Jamaica. This 
should be borne in mind, because I doubt whether Mr. Robinson’s 
claim that the experiment “‘ has shown that the threefold—income, 
output, expenditure—approach has even greater advantages for 
the measurement of colonial incomes than it has for more advanced 
countries ’’ can possibly be substantiated. 

My reaction to the investigation has been quite a different 
one. It has led me to ask why it should ever have been expected 
that a technique which suits a highly developed and large-scale 
national economy such as the United Kingdom should, even if it 
could, be applied to small so-called “ national ” units which are 
only just entering the world economy through the development of 
one or two specialised products in them. The whole procedure 
looks like an experiment to discover whether the system of 
accounting applicable to General Motors can throw light on the 
operations of a wayside petrol station run by a man whose main 
livelihood is obtained with the assistance of his wife and children 
from an agricultural allotment. Indeed, one has an uneasy feeling 
that the application of the term “ national incomes” to the 
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aggregates calculated for these territories is as forced as the 
application of the technique itself. 

There are many fundamental questions which this experiment 
does not attempt to answer. What exactly is the value of these 
National Income aggregates as a measure of the real satisfactions 
of colonial peoples who are in process of very rapid transition 
from one type of social organisation to another? Have these 
aggregates meaning as a measure of “welfare”? What is 
their usefulness for the colonial administrator or for the central 
authorities of self-governing under-developed societies? Are 
these aggregates a practical tool, or are they the symbols 
of fashionable concepts transferred from very highly developed 
economic regions to hide our ignorance of economically backward 
ones ? 

The investigation under review is intended only as a pre- 
liminary study. What is needed next is a new approach in order 
to discover relatively simple methods for measuring broad 
economic magnitudes at fairly frequent intervals—suited to the 
crudity of the statistical material available. In particular, due 
regard should be paid to the cost and time which the calculations 
will involve—bearing in mind that poverty-stricken peoples in 
backward regions have to pay for them eventually. This book is 
a valuable contribution to that further task, and it is to be hoped 
that the author will herself undertake it. 

S. HERBERT FRANKEL 

Nuffield College, 

Oxford. 


Die Auswirkungen der Industrialisierung von Agrarlindern auf 
Industrie-Exportstaaten. By H. RUSSENBERGER. (St. 
Gallen: Fehr, 1949. Pp. 206. Sw. Fr. 12.00.) 


TuIs is an excellent book on a subject which is becoming 
increasingly prominent in economic discussion, in the U.S. at 
least, namely the effect of industrialisation of under-developed 
countries on the more industrialised countries. It seems a pity 
that the fact that this is written in German is bound to limit 
severely its Anglo-Saxon circulation. The subject-matter of the 
book is perhaps a little more limited than the title suggests, since 
it does not deal with the effect of industrialisation of under- 
developed countries on the food and raw materials supplies of 
industrialised countries, nor does it deal with foreign-investment 
problems, nor does it deal with the changing terms of trade be- 
tween primary commodities and manufactured articles and their 
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effects. These limitations, however, are explicitly recognised in 
the book itself. 

The thesis of the author can be defined as a compromise be- 
tween the optimistic and pessimistic schools, a leaning towards the 
optimistic school modified by the doubts assailing this strongly 
liberal economist in view of present anti-liberal tendencies. In 
other words, he does not think that the industrialisation of under- 
developed countries carries any dangers for world trade in general 
or for the trade of the more industrialised countries in particular, 
provided a number of liberal pre-conditions are fulfilled. In 
particular, the economic policy of the industrialised countries 
must be flexible, and mobility of labour, capital and entre- 
preneurship in the industrialised countries must not be unduly 
diminished by internal rigidities or by State intervention; 
similarly, on the part of the under-developed countries them- 
selves, industrialisation must be of a non-autarkic character 
governed throughout by economic costs considerations and absence 
of excessive State protection. If these general conditions are 
satisfied, industrialisation of backward countries will work out to 
everyone’s benefit and result in strengthened international 
economic relations of a more satisfactory type than before. 

It will be realised that with this general approach, the author is 
suspicious of over-ambitious industrialisation programmes based 
on the artificial building up of heavy industries. Apart from a 
few special cases, of which the U.S.8.R. was one, the author 
thinks that industrialisation should normally be concentrated, in 
its early stages, on processing of domestic food and materials and 
the building up of light industries, and that a number of under- 
developed countries will naturally be confined to this type of 
“ partial industrialisation ’’ as distinct from “ full industrialisa- 
tion.” 

The demonstration that industrialisation of under-developed 
countries and technical assistance rendered to them do not reduce 
the possibilities of beneficial international trade and that there is 
little substance in the view that in this way comparative advan- 
tages would tend to disappear, is very wholesome. A Swiss 
economist is particularly well placed to stress the “ cultural” 
factor in comparative advantages (as distinct from the ‘“‘ natural ” 
factor) and the importance of “ specialty trade ’’ between the 
industrialised countries themselves. 

The general method of approach is by theoretical argument, 
and only in one brief section are statistics used to demonstrate the 
shift in the composition of exports of industrialised countries over 
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a long period. A vast bibliography is used and quoted, : but 
the author always manages to marshall his quotations so that 
they contribute to his own argument, and one never feels that his 
wide reading has interfered with his own thought. 

Two points in this book seem to the present reviewer to be 
worth underlining. The first one would be the demonstration 
that more recent industrial countries are at an advantage compared 
with old industrial countries, not so much by the fact that they 
employ more up-to-date techniques (this argument seems to the 
present reviewer largely fallacious), but by a different structure 
of production, by being more up to date in the type of com- 
modities produced rather than in the method by which they are 
produced. The second point is a very important and timely 
reminder that while there is considerable need for adjustment in 
the industrialised countries to changes which have occurred during 
the last ten years in the rest of the world, the need for such 
adjustment may at present be concealed because of full employ- 
ment and inflationary pressure in those countries. Any recession 
or even slackening of inflationary pressure may bring out the 
problems involved. The British textile industry is frequently 
used as a prize example of adjustment difficulties. Some of the 
author’s comments in this regard are very shrewd, and it is to be 
hoped thai the book may find some readers in Lancashire. 


H. W. SINGER. 
Lake Success, 
U.S.A. 


Britain’s Colonies in World Trade. By F. V. Meyer. (London : 
Oxford University Press (Royal Institute of International 
Affairs), 1948. Pp. xvi and 273. 18s.) 


Tuts book reviews in considerable detail the principal measures 
of British intra-imperial trade policy as applied to the Colonies. 
Imperial preference and the quota regulation of textiles are the 
principal topics surveyed. The external trade of practically 
every colony is reviewed before and after the introduction of 
preferential and protectionist measures. The survey embodies 
the fruits of vast industry, as a very large volume of official 
sources (chiefly trade returns, annual reports and Colonial Office 
memoranda) had to be consulted and analysed. The discussion is 
largely factual, and the chief merit of the book is the systematic 
collection and presentation of widely scattered material often 
awkwardly presented in official sources. 

There is a noteworthy discussion (Chapter 7) on the gains to 
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be expected from imperial preference, the conditions necessary for 
their realisation and the difficulties of assessing the gains actually 
realised. Dr. Meyer rightly points out that where preferred 
supply exceeds demand in the protected markets, the introduction 
of preference cannot result in a net gain to the suppliers of a 
homogeneous commodity unless price discrimination is possible, 
This should be obvious on reflection, but is strangely neglected in 
practice. When the commodity is not homogeneous the granting 
of preference may benefit the suppliers even if aggregate preferred 
supply exceeds demand in the protected markets, principally if in 
the unsheltered markets there exists a strong preference for the 
grades of the commodity supplied by the exporters who are 
preferentially treated. 

Dr Meyer applies his general analysis to the condition of the 
colonial trade of the inter-war period. He concludes that with 
the important exceptions of the sugar and banana colonies (the 
West Indies, Mauritius and Fiji) the colonies did not benefit sub- 
stantially (Nyasaland and Cyprus probably secured some gains) 
from the preferential system of which Great Britain and Canada 
bore most of the cost. Moreover, some of the Colonies, notably 
some of the West African territories, were almost certainly losers 
on balance, in that the cost of the preferences granted by them 
exceeded the gains they secured from the preferences accorded 
to them. Dr. Meyer rightly insists that the principal products of 
the colonies cannot be assisted by imperial preference, as produc- 
tion within the Empire exceeds consumption. He also advances 
several cogent reasons against this particular form of assistance 
even where it is practicable. The interests of various colonies 
might diverge widely over imperial preference, some benefiting 
appreciably and others losing considerably. It is perhaps 
regrettable that the discussion does not cover the operation of 
imperial preference under bulk purchasing. It is, however, a 
very valuable pioneer treatment of an important and complex 
problem. 

A minor omission may be mentioned. Malaya might have 
been added to the list of beneficiaries as a producer of palm oil 
(as well as of pine-apples which are mentioned by the author) 
to which appreciable preferences were granted in the United 
Kingdom and Canada. The palm-oil producers were members of 
a tight cartel which had some powers of price discrimination and 
which enabled them to profit from the preference. This appears 
to have been overlooked by the author, who relies very largely on 
official sources and statistics from which little information can be 
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gained about the marketing organisation of individual industries ; 
this limitation was probably unavoidable in view of the wide scope 
of the work, but it does affect the argument at times. 

There is an illuminating account of the operation of the textile 
import quotas and the specific duties on textile and cheap foot- 
wear directed largely against Japanese imports. These measures 
are intelligible enough against the background of the distress of 
the Lancashire cotton industry in the thirties, but Dr. Meyer’s 
review is a salutary reminder of the cost imposed on the colonies. 
The specific duties frequently represented 150-200% or even 
more of the values of the cheap textiles and footwear on which 
they were levied; the textile quotas were even more burdensome. 

About one-fifth of the book deals with the regional trade of 
British Malaya (apart from the discussion of the effects on this 
area of the operation of imperial preference and of the textile 
quotas). Dr. Meyer advocates a regional trade policy for this area 
(as well as for the Caribbean), but although many of his ideas are 
suggestive, his proposals are perhaps not specific enough. 

The level of discussion is generally high, though there are a 
few curious slips in the analysis. Thus, in reviewing the failure 
of the Stevenson rubber-restriction scheme the author argues that 
“it was broken largely through the diversion of the American 
demand to the N.E.I.” (p. 189). This is a fallacy. The scheme 
collapsed because it was not comprehensive enough. Even if the 
entire supply from Malaya and Ceylon had been marketed in 
America the scheme would still have broken down, as the expan- 
sion of supplies from outside sources (chiefly the N.E.I.) would 
have caused the price to collapse. Again, Dr. Meyer mentions 
as directly harmful to British interests an agreement between the 
Netherlands Government and the Dutch vegetable-oil industry 
by which the latter was to purchase 60% of its requirements from 
the N.E.I. As, however, the N.E.I. output of vegetable oils and 
fats appreciably exceeded Dutch consumption, the net effect of 
this measure cannot be assessed without reference to outside 
markets. The same applies to Dr. Meyer’s remarks on the effects 
of the introduction of preferential import duties in various colonies ; 
at times the author contents himself with contrasting the propor- 
tions of imports from Empire and foreign sources respectively 
before and after the introduction of Empire preference without 
considering the repercussions in the unsheltered markets. In 
neglecting these the author disregards his own analysis and con- 
clusions in the chapter on the gains from imperial preference. 
Two somewhat confusing misprints should be mentioned. 
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The last line of Table 58 (p. 222) should read “ total imports ” 
not ‘total rubber imports’’; and in the footnote on p. 190 
“most ’’ should read “ more.’”’ These are only very minor 
blemishes. The book can be strongly commended as an important 
contribution to an unduly neglected field. 








P. T. Baver 





Gonville and Caius College, 
Cambridge. 





























North Atlantic Triangle—The Interplay of Canada, the United 
States and Great Britain. By JoHN BartTLet BREBNER. 
(Yale: University Press (London: Geoffrey Cumberlege), 
Relations of Canada and the United States Series, 1945. 
Pp. xxii + 385. 27s. 6d.) 


Tuts is the fifth, and most comprehensive, study by North 
American historians in substantially the same field. D. G. 
Creighton led the way with his Commercial Empire of the St. 
Lawrence 1760-1850 (1937). Then came G. 8. Graham’s Sea 
Power and British North America 1753-1820. (Behind these two, 
and I think inspiring them, were Professor Innis’s definitive 
studies in the fur trade and the codfishing industry.) The third 
was A. L. Burt, also in the Canada—United States Relations Series, 
and entitled The United States, Great Britain and British North 
America from the Revolution to the Establishment of Peace after the 
War of 1812 (1940). This is the most detailed and objective study 
of them all, revealing an intimate knowledge of maritime inter- 
national law and a complete mastery of the political documents, 
but it is not mainly economic in its emphasis. The fourth was 
R. L. Schuyler, The Fall of the Old Colonial System : A Study in 
British Free Trade 1770-1870 (1945). This book, too, is very 
fair, but it is hardly what its sub-title suggests. It is a study of 
the impact of Free Trade on the New Empire, and in particular on 
British North America and the British West Indies. It does not 
present the Free Trade movement from the British standpoint, 
nor does it take us to the East, where the other half of the picture 
is to be seen. Finally comes Professor Brebner with the North 
Atlantic Triangle. Writing with full knowledge of these other 
works, he presents a synthesis of the whole development from 
early times to the present day. It makes fascinating reading : it 
gives the spirit of the New World, it is rich in information and 
challenging statements, and it has all the verve of Dr. Creighton. 

The triangle in question is not the old trade triangle—of 
fish-lumber-sugar, or of ribbons and Birmingham toys, slaves, 
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sugar and cotton: embracing Britain, North America, West 
Indies, the Mediterranean and West Africa; but a metaphorical 
triangle, in other words the interplay of Great Britain, British 
North America and the U.S.A. Professor Brebner is a Canadian 
writing in the U.S.A., and it is the privilege of Canadians to 
administer side-slaps to the Mother Country. We learnt nothing 
from the loss of the First Empire and merely blundered on; we 
continued to think in terms of pre-1776 Navigation Law, sent out 
stupid governors, betrayed the Indians in the peace treaties, en- 
couraged the Canadian lumber trade and then let it down, we 
could not understand an “inland-colony,” we had no use for 
democracy (on which we ourselves stumbled in 1867 !) and less for 
popular education—this from a Canadian whose nineteenth- 
century culture came from eighteenth-century Scotland! Our 
only accomplishment was to produce a Durham and an Elgin. 
Having gone free trade, we had no use for empire. We were 
full of little Englandism, as presented by a gentleman who is new 
to me—one Viscount Bury, author of Exodus of the Western 
Nations; and then finally we were restored to the imperial path 
by the French-Canadian Sir Wilfrid Laurier. Well, if this satisfies 
Mr. Brebner, it is all right by me. 

It happens that I am fresh from the perusal of forty-seven 
years of Board of Trade Minutes, forty-seven great volumes, each 
with a supplementary bundle of documents; and the impression 
left on my mind is the exact opposite of that presented by Mr. 
Brebner. We learnt our lesson, set about rebuilding our new 
Empire on new lines, going as far as we could to avoid trouble 
with America, abstaining from taxation and studying the field 
with wonderful thoroughness—in B.N.A., Newfoundland and 
the West Indies, in South Africa and West Africa, in Mauritius, 
India, New Zealand and Australia, not forgetting Gibraltar and 
Malta. We did our utmost to encourage constitutional govern- 
ment in every land of white settlement : in Asia we tried to behave 
as trustees. We sent of our best to our new dominions, we built 
up a comprehensive system of liberal imperial economy, we 
inspired the labour movement of the new world and we had our 
reward. For when Free Trade, so necessary to nineteenth- 
century Britain, came along, the new Empire not only survived it, 
but flourished on it. When Mr. Brebner ventures into the 
internal history of England, I am afraid he crashes. ‘“‘ The same 
British statute, adroitly engineered in 1824 and 1825 by the master 
tailor and Benthamite, Francis Place, legalised trade unions and 


permitted the export of British machinery.” It did not. There 
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were two trade-union statutes, one of which largely reversed the 
other and they dealt with combination only. 5 Geo. 4 (1824) ¢. 95 
dealt with combinations of workmen—Place’s Act, and an 
adjacent statute 5 Geo 4 (1824) c. 96, dealt with artificers going 
abroad. 6 & 7 Victoria (1843) c. 64 legalised the export of 
machinery; till then it was only permitted by Board of Trade 
licences. There are endless references to these in the Board of 
Trade Minutes, and the general policy was to permit freely the 
export of other than textile machinery, especially if to a British 
dominion. 

Mr. Brebner so often allows himself the pleasure of rejoicing 
with the United States against the old country that I did expect 
him to restore the balance by rejoicing with Britain over steam- 
ships. I turned up Cunard in the index, to find only that Cunard 
of Halifax imported American anthracite! Not a word of the 
Cunard Steamship Line and of that wonderful triangle of maritime 
enterprise—Halifax, Glasgow, Liverpool, which in twenty years 
wrested the supremacy of the North Atlantic from Boston and 
New York and held it to 1949. 

But if there is nothing of Cunard, there is much of a quite 
unimportant under-secretary William Knox, whom our author 
elevates into a sort of super-Dundas or super-Huskisson. Neither 
then nor now do under-secretaries have this role. Professor 
Brebner has a fiscal armoury which is quite beyond my range— 
“Good Smithian economic nationalism,” p. 59—what does this 
mean? It is Knaplund the American and not Brebner the 
Canadian who understands the economy of the new empire. 

In plain truth the book is a spirited study of Canadian- 
American relations with frequent references to Great Britain, 
some of which are inaccurate or misleading. Yet I enjoyed it, 


alike where I agreed and differed. 
C. R. Fay 
Cambridge. 


England and Germany. Affinity and Contrast. By HERMANN 
' Levy. (Leigh-on-Sea: The Thames Bank Publishing Com- 
pany, 1949. Pp. v + 167. 7s. 6d.) 


Tue writer of this short essay, who died in January 1949 
while it was still in the press, left Germany in 1935 and settled in 
England, where he spent the remainder of his life. He is well 
known in this country as the author of a number of scholarly 
works, some of which he published under his own name, and some 
in collaboration with Sir Arnold Wilson. 
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Professor Levy had always taken a keen interest in the economic 
affairs of this country, and as long ago as 1909 wrote a book on 
Monopolies, Cartels and Trusts in Great Britain. He therefore 
had the advantage of possessing both a general background and 
a first-hand knowledge of England as well as of Germany. With 
this equipment, the appearance of a comparative study of the two 
countries from his pen raises legitimate expectations. It must be 
admitted, however, with regret, that these expectations have not 
been fulfilled. 

‘Part I, misleadingly entitled ‘‘ Anglo-German Relations,” 
deals very perfunctorily, for the most part, with the development 
of industrial organisation in England and Germany. Part II, 
entitled “‘ Why German Democracy failed ”’ is of greater interest. 
Here Professor Levy does give a reasoned, if not highly original 
or profound, explanation of some of the principal factors which 
militated against the rise in Germany of that liberal-minded 
middle class which was so marked a product of the industrial 
revolution in England. He might, indeed, have quoted in support 
of part of his case the following observation to be found in a too- 
little known work by Thorstein Veblen (Imperial Germany, pp. 
85-6): ‘‘ Modern technology has come to the Germans ready- 
made without the cultural consequences which its gradual develop- 
ment and continued use has entailed among the people whose 
experience initiated it and determined the course of its develop- 
ment.” So far as England is concerned Professor Levy is a con- 
vinced adherent of the thesis of Max Weber that the growth of the 
capitalist spirit here was closely bound up with the Protestantism 
and Puritanism of the British people, and he defends this view 
against recent criticisms. In contrast: “‘ In Germany there was 
a middle class of an entirely different economic and social outlook. 
The capitalist spirit was lacking in this class, at least in any strong 
degree.” In fact, it was in large measure “ indifferent to or in 
opposition to capitalism.” 

In a very short concluding chapter he writes on “ Shaping the 
Future.” His own position is expressed in the following sentences : 
“ However much the Germans might learn in the economic sphere 
from those principles of English liberalism which are accepted in 
this country by members of all parties, it would in our view be 
fatal if English theories of planning were allowed to reinforce the 
leaning towards the autocratic economic policy with which large 
sections of the German people have become familiar through the 
particular ideals (less than through the policy) of the Social- 
Democrats. Germany needs individualism and free development 
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of industry, agriculture and trade, limited by State interference 
and social reform only when enterprise creates nationally unde- 
sirable conditions or retards social progress or fosters the growth 
of monopolistic organisations.” 

Taken as a whole, this is a disappointing little book, but 
it should be noted that some portions of Part II will repay 


reading. 
C. W. GuILLEBAUD 
St. John’s College, 


Cambridge. 


Theorie der allgemeinen Wirtschaftspolitik und Wirtschaftslenkung. 
By Dr. THEeopor Putz. (Vienna: Verlag fiir Geschichte 
und Politik. 1948. Pp. 318.) 


THE world of economists, or at least of those who write on this 
particular aspect, seems to be divided into two camps—the 
planners and the anti-planners. Professor Piitz is a stalwart 
adherent of the former camp. 

In the first part of this book he criticises the doctrine that the 
so-called liberal or free economy represents the ideal economic 
system. Under modern conditions the free play of market forces 
fails in his view to achieve what we are entitled to demand from a 
properly functioning economic system. Neither optimum social 
welfare, nor the equilibrium of the economy as a whole, nor 
justice in distribution, nor maximum productive efficiency, can be 
expected to result from the working of an unregulated economy. 
Throughout this part of his work the author makes extensive use 
of philosophical concepts, involving for the reader a considerable 
knowledge of and familiarity with the terminology of German 
philosophical thought. Behind all this we seem to detect a strong 
vein of Roman Catholic authoritarianism. The author does not 
quote from the famous papal encyclical Rerum Novarum, but 
much of his writing would appear to be in harmony with that 
pronouncement. 

In the second part of the book Professor Piitz deals with the 
theory of economic planning and discusses its methods and some 
of its limitations. Much of this is ably written and expressed 
with persuasiveness and moderation. It also reveals an exten- 
sive knowledge of economic (principally German and Austrian) 
literature, with which relatively few people in this country 
are acquainted. Like so many other protagonists on both 
sides in this field, he is, however, inclined to lay over-much 
stress on the theoretical advantages of the system he favours, 
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and to pay too little heed to the drawbacks and dangers inherent 
in it. 
C. W. GUILLEBAUD 
St. John’s College, 


Cambridge. 


Monnaie et Economie Dirigée. By ALBERT AFTALION. (Paris : 
Recueil Sirey, 1948. Pp. 414. 600 fr.) 


In this book Professor Albert Aftalion, who bears a name 
which is honoured by economists of all countries, discusses the 
experience of France with a controlled economy and controlled 
prices during and after the Second World War. He tells us that he 
began to write it during the unhappy years of the German occupa- 
tion and completed it after some four years of liberation. 

He insists that the outstanding characteristic of the French 
economy, and especially of the pricing system, was that it was 
what he calls a ‘‘ hybrid economy,” partially controlled and parti- 
ally free. This was true even during the occupation, but still 
more later when controls were being relaxed, and there was an 
extraordinary mixture of different and frequently inconsistent 
principles in operation. ‘‘ Freedom of price, for example, was 
introduced for certain products while maximum prices were in 
force for other similar products, without any account being taken 
of the effects of the law of substitution. Or again, freedom of 
producer prices but maximum prices for retail sales ; while in the 
intermediate stages there was sometimes freedom and sometimes 
price control. Freedom of price for one part of the output of a 
commodity and a controlled price for another part. Discri- 
minating prices, one being lower up to a certain quota and for 
certain consumers, and the second higher for amounts in excess of 
the quota and for other consumers. Emergence of a third cate- 
gory of prices which were neither free nor controlled but were 
described as ‘ tolerated,’ being about the legal maximum price 
but not so much above as to give rise to judicial proceedings. 
Freedom of prices and also of quantities that could be brought. 
Or freedom in respect of quantities together with control of prices. 
Or freedom of prices, together with instructions to the authorities 
to see that no excessive rise took place—the so-called ‘ supervised ’ 
freedom.” 

The author attributes the highly unsatisfactory results which 
he portrays mainly to ‘the bad organisation of our controlled 
system, as a result of the weakness of the State and of the strength 
of the pressure interests which have withstood it.” 








606 THE ECONOMIC JOURNAL [DEC, 


Professor Aftalion’s book, while containing a good deal that 
is of general interest, falls rather between two stools so far as the 
English economist is concerned. It is essentially a theoretical 
work, but the treatment on this side is on a quite elementary level, 
while on its realistic side it is only sparsely supported by facts and 
statistics. Apart from stressing the obvious administrative and 
other difficulties of operating a hybrid economy of the French 
type, he is chiefly concerned to emphasise the importance of 
anticipation—the psychological factor—in the formation of 


prices. 
C. W. GUILLEBAUD 
St. John’s College, 


Cambridge. 


Men, Cities and Transportation—A Study in New England History. 
By Epwarp Cuase KirKLAND. (Cambridge, Mass.: Har- 
vard University Press (London: Geoffrey Cumberlege), 
1948. Two Volumes. Pp. 528 and 475 with Appendix and 
Index. 70s.) 


THis monumental survey of the economic history of the 
New England States, as measured in terms of transport, covers 
the period 1820-1900. It is one of the many studies aided by 
the Social Science Research Council and bears further witness, 
if need there be thereof, of the great value of that Council’s work 
in the social-science sphere. 

Professor Kirkland chose his eight decades for the reason that 
they embraced the birth, the development and the virtual com- 
pletion of the railway network of New England. In fact, he has 
done more, because his opening chapters deal attractively with the 
coastal marine services, such as the steam-paddler Fulton offered 
on Long Island Sound, and coach-roads and turnpikes as they 
existed prior to and at the beginning of the railway era. His 
description of road maintenance at that period is of interest, 
and he might have mentioned that similar principles were still 
in use one hundred years later in regard to the so-called dirt roads 
then so prevalent in the Middle West. In truth, he is correct 
when he claims that “it was the railroad that after 1830 tied 
New England to the nation.” 

The reader of this two-volume survey, which is admirably 
documented and attractively illustrated, will discover within 
its pages an extremely detailed history of New England’s economic 
development in the nineteenth century, for transport must in- 
evitably build up and direct the flow of trade and industry. He 














1949] KIRKLAND: MEN, CITIES AND TRANSPORTATION 607 


will, similarly, because of the amount of detail, find it difficult to 
grasp the full import of those events on American life as a whole 
and, to anyone unfamiliar with New England and its various 
localities such as Marblehead, Nashua, Lowell, Framingham and 
Burlington (Vermont), much of the value of this historical research 
will be lost. To one knowledgeable of these places the various 
chapters will bring back vivid memories and induce an enjoyment 
and value from its study which will more than offset the dis- 
ability of holding such heavy volumes. 

The work as a whole will naturally be of major*interest to the 
American research worker and student—to the European economist 
it will appeal primarily for its lucidity and as a work of reference. 
The author effectively stresses the enforced guidance of geo- 
graphical conditions on the design and construction of the various 
methods of transport, and how the railways have determined 
the direction of trade flow to and from New England, and within 
its several States, notably the effect of the Albany—Troy gateway 
and the competitive route via New York City. The latter has been 
effectively strengthened in recent times by the construction of the 
Hell Gate Route. 

The impact of the competition between Boston and New York 
for transit and international trade runs through nearly all chapters 
as a theme reflected in finance or competitive rates. The first 
volume concludes with the period around 1860-80, and amongst 
the most valuable chapters one may enumerate ‘hose entitled 
“ Regulation : Technological Change ”’ and ‘“‘ The Great Bore.” 
The latter relates to the Hoosac Tunnel and the vast difference 
the east-west route it provided made to the economy of Boston 
and its hinterland : Hoosac was one of the first of the world’s 
great railway tunnels to be electrified and, within the past few 
years, could claim to be the first to be completely dieselised. 

The second volume carries the story onwards to 1900 and covers 
the period of ‘‘ Monopoly in Northern New England” to be 
followed by the later period of consolidation, from which emerged 
the two great New England railroad systems of recent years— 
the New York, New Haven and Hartford and the Boston and 
Maine. This section of the work will appeal most to those whose 
researches or interests lie primarily in New England, as would a 
contemporary history of our Great Western to the economic 
historians of Wessex in Old England. But Professor Kirkland 
cannot leave for long the breezes which fan out along the Bay 
State’s shore, and soon returns to a study of the deep-sea and 
coastal trades which occupies a large part of his second volume. 
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The section that is likely to be of the greatest analytical value is 
“The Railroad Commissions ” and “‘ Rates and Services.” 

The whole survey concludes with chapters on ‘“ The Safety 
Movement,” “Men” and “ Masters,” with an intervening 
section dealing with ‘‘ Corporate Structures and Government.” 

In a brief review it is impracticable to include quotations, 
for to prise them from their contexts would invalidate most, and 
to select any specific ones from a book of this length would be 
invidious. New England and the Social Science Research Council 
should be gréteful to Professor Kirkland for the depth and 
painstaking character of his researches, his excellent documentation 
on each page and the full index he has incorporated. He has 
enriched the supply of data in the economic-history sphere of 
New England, and his book should be a great asset to libraries 
and future researchers, but one may be permitted to wonder 
whether such a wealth of detail does not bury the principles of the 
past and the lessons that may help the modern world to solve 
its economic and transport problems. One may also be tempted 
to hope that the author will in due course design a sequel to these 
volumes, for the history of Men, Cities and Transportation in New 
England since 1900 is of absorbing interest, and the Library of 
the Interstate Commerce Commission alone would supply untold 
wealth, including the effect of the financial interest of the great 
Trunk lines on the policies of the New England railroads. 

The compilation of this noble book, which is almost devoid of 
misprints and is factual in presentation, has clearly been a labour 
of love, and that fact has contributed to its success. On minor 
points one may disagree, but historical facts are difficult to 


dispute. 
C. E. R. SHERRINGTON 
Railway Research Service, 


London. 


Maternity in Great Britain. A Survey of Social and Economic 
Aspects of Pregnancy and Childbirth undertaken by a Joint 
Committee of the Royal College of Obstetricians and 
Gynaecologists and the Population Investigation Committee. 
(London: Oxford University Press, 1948. Pp. xvi + 252. 
12s. 6d.) 


In 1946 nearly fourteen thousand women who gave birth to 
children during the week beginning March 3rd, were interviewed 
by health visitors about the conditions under which their confine- 
ments took place. The results of this Survey provide a greater 
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volume of factual information about childbearing and its attend- 
ant problems than has hitherto been available. The Joint Com- 
mittee had the helpful co-operation of 424 maternity and child- 
welfare authorities in Great Britain, and credit must be given both 
to the health visitors and to the mothers who collaborated in this 
important undertaking. 

The inquiry started with ante-natal care, went on to the con- 
finement of the mother, and followed through to post-natal 
supervision, the care and feeding of the child and the costs in- 
volved. Other pertinent matters were included in the study such 
as illegitimacy, expectant mothers in gainful occupations, over- 
crowding and domestic help for burdened mothers of families. 
The book provides a mass of authoritative statistics which should 
prove a useful guide to the Ministry of Health as the national 
health service develops, for, as the authors point out, the Ministry’s 
own statistics are lamentably inadequate. They “ over-estimate 
the number of mothers who use ante-natal clinics; moreover, 
they give no indication of the duration or quality of care received ” 
(p.201). Inthe thirty years since ante-natal clinics were launched 
there has been a rapid expansion from 120 clinics in 1918 to 1,931 
in 1944, and a survey of the extent to which the services are used 
and of the results attained is overdue. 

Though the authors have laid stress on the presentation of 
accurate statistics, the important human aspects of motherhood 
have not been neglected. Much attention is given to the relief of 
pain in childbirth, and the figures presented are illuminating. 

“ Analgesia is given to 20 per cent. of those delivered at home; 
8 per cent. of those attended by midwives receive it as compared 
with 48 per cent. of those attended by doctors. Relief of pain is 
thus still largely reserved for those who can afford to engage a 
medical practitioner to deliver them. Even so the poorer mothers 
engaging doctors are relieved less frequently than the well-to-do. 
.. . It is surprising that only 52 per cent. of those delivered in 
hospital are given relief.” 

Some revealing statements about large families are made in 
the report. ‘‘ Throughout this inquiry it is apparent that large 
families both restrict the use mothers are able to make of the 
maternity services and lower the standard of living of the whole 
family. As family size grows, there is a rapid increase in the 
proportion of over-crowded homes. Yet it is particularly the 
mothers living in these homes who are unable to leave their homes 
for a hospital confinement. Family ties also prevent mothers of 
large families from getting early and regular ante-natal supervision, 
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and from taking their children to infant welfare centres. The 
impoverishment associated with having many children is shown 
by the progressive economies in expenditure . . . which are made 
with each succeeding order of birth ”’ (p. 208). 

Many women of all classes come under supervision later in 
pregnancy than is desirable, and greater efforts should be made to 
publicise the ante-natal services. Many young women approach 
their first hour of labour with almost no knowledge of the physio- 
logical processes occurring in normal birth, or of the help they 
themselves can give during labour to facilitate the birth of their 
child. Greater emphasis should be placed on the educational side 
of ante-natal care, and women expecting their first baby should 
be encouraged to attend demonstration talks on diet and hygiene, 
the nature of labour and so on. 

The aim of maternity services to-day is to make childbearing 
safe, and attention therefore tends to concentrate on abnormal 
confinements. There are, however, material and psychological 
needs common to every expectant mother which should be satis- 
fied. Women interviewed complained that (both at home and in 
hospital) they were left alone for long periods during labour 
(sometimes babies were born in the labour-room in the absence of 
even a nurse); that (in hospital) they were visited by a succession 
of different doctors and nurses which shook their confidence and 
deprived them of any sympathetic personal relationship; that 
close proximity to other women in various stages of labour was 
distressing; that hospital visiting hours were unduly restricted ; 
that in first pregnancies they were discharged without adequate 
instruction about caring for their baby. In general, the lay-out 
and organisation of hospitals came in for criticism. 

The report, though full of interest, is somewhat repetitive, and 
it might well have been enlivened by the more frequent quotation 
of case histories. The Joint Committee are to be congratulated 
on an important piece of work well done, and also on their de- 
cision to institute a follow-up survey of maternal morbidity and 
the social and economic factors which affect infant health and 
development during the first two years of life. Such an inquiry 
should receive the warm support of the Ministry of Health and all 
local authorities. 

LELLA SECOR FLORENCE 
Birmingham. 
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The Changing Size of the Family in Canada. By Entp CHARLEs. 
(Ottawa : Dominion Bureau of Statistics, 1948. Pp. xiv + 
311. $1.00.) 


TuovueH this first census monograph presents a multitude of 
figures, its design is refreshingly straightforward and its execution 
neat and streamlined. Variations in the size of family are com- 
pared with variations and differences in other characteristics of 
the family or members of the family, such as religion, mother- 
tongue, schooling of mother, occupation of father and residence 
in town or country. Canada with its diverse population but 
standard census returns forms a fine field laboratory, and in 
working up the returns for 1941 the importance of non-economic 
“ cultural” variables are clearly brought out (p. 68) by the wide 
divergence in the average number of children ever born to married 
women aged 45-54. Such a woman, if her mother-tongue was 
French, religion Roman Catholic, schooling eight years or less, 
residence country (and she were born on a farm), would on the 
average have 8-33 children. But her children would number on 
average only 1-85 if her mother-tongue was English, religion Pro- 
testant, schooling thirteen years and over, and residence in the 
city (and she were not born on a farm). Within these extremes 
a change even in a single variable may make a considerable 
difference. The farm-born, poorly educated French-speaking 
Roman Catholic, averaging 8-33 children if she lives in the 
country, will only average 6-06 children if she is living in a 
city. 

When economic characteristics are taken into consideration, 
further differences in fertility appear, but they are not as wide as 
perhaps expected. French-speaking, town-dwelling husbands of 
average schooling have an average of 5-52 children if poor (with 
less than $950 a year), 4-16 children if rich (with more than $2,950). 
The difference is still less ceteris paribus among the English- 
speaking: 2-88 children if poor, 2-24 if rich. But though these 
differences are not very large, they are extremely consistent. 

Throughout her report, Dr. Charles is healthily critical of 
the tests used. She is not satisfied with income as an index of 
economic status, and suggests a social grouping of occupations 
by tests more objective than the intuition and common sense used 
for the eight groups first distinguished in the English census of 
1901. The main objective character she would add to income 
level to test occupational status is educational level; and educa- 
tional level is found more important than earnings in determining 
the family-size characteristic for occupation. 
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“* A large part of the rural-urban differential ’’ in family size, 
Dr. Charles points out (p. 194), “‘ is associated with differences in 
cultural characteristics, in ways of getting a living, and in incomes, 
but rural families are still significantly larger than urban families 
when all these factors are taken into account.’’ Accordingly, 
the last two chapters vigorously tackle “Urban and Rural 
Ecology ” and ‘Social Characteristics of Cities and Towns.” 
The latter chapter contains one of the first attempts to apply 
factor analysis to a sociological rather than a psychological 
problem. 151 Canadian cities and towns are compared in respect 
of nineteen different characteristics from size and density of their 
population through religious and economic structure and fertility 
rates to income and educational level. Low fertility is found to be 
most closely associated with a town’s Protestantism, English 
speech and high proportion in trading, and next most closely with 
a high social status, including high earnings and educational 
level. In addition to these bourgeois “‘ know-how ” character- 
istics, a high proportion of wage-earning women in the community 
is also associated with a town’s low fertility. 

Not content with comparing whole towns, Dr. Charles compares 
the wards of a few of the larger cities. A series of maps brings 
out the important ecological fact that the central wards do not 
have (as arm-chair reasoning might suggest) less children per 
family than the outskirts. The factors of poverty and site must 
first be unscrambled, and it is then demonstrated that greater 
fertility is found in the suburbs only when comparing the same 
range of income. 

The recent report of the Royal Commission on Population ends 
with a plea for research and continuous study on the grounds that 
the “‘ population problem will always be changing with changes in 
family relations, in outlook and in social and economic influences.” 
This book, with its stress on such variables, should prove a model 
for the research projected by the commissioners. 

P. SaRGANT FLORENCE 
University of Birmingham. 


Wandering Scholar. By M. J. Bonn. (London: Cohen and 
West, 1949. 9’. Pp. 403. 18s.) 


Att who know Dr. Bonn, and that includes a very large 
proportion of the world’s economists, will be entranced and 
delighted by his memoirs. For he has not only lived a more 
active and more interesting life than is given to most men; he 














1949] BONN : WANDERING SCHOLAR 613 


has preserved a singular detachment which allows him to see the 
events in which he has taken part without those colour filters 
which affect the vision of most of us in matters which concern us 
nearly. 

Brought up in the city of Frankfurt, which still retained much 
of the independence of outlook which it had possessed before its 
annexation by Prussia, he there acquired early the vigorous 
liberalism of thought as well as of politics which he has maintained 
through life. He came from a family of bankers, but banking did 
not attract him. His father had died when he was a child. 
With a precocious sense of responsibility for his own choice of 
career, he went off, aged seventeen or eighteen, to Berlin to 
consult Bamberger, Richter and Schmoller. His youthful ambi- 
tion was to become a statesman and an author. The immediate 
decision was the study of political economy. He started at 
Heidelberg, but drew little inspiration from Karl Knies. He 
migrated to Munich, and there found one who was to remain his 
master, Lujo Brentano, with his manner of the grand seigneur and 
his passionate interest in social reform. Brentano sent him, when 
he had finished his thesis, to Menger—the very antithesis of 
Brentano, but another teacher without whose influence his 
education would not have been complete. 

After Vienna, there was a term at the feet of Max Weber and 
then a year in England, loosely attached to a very newly born 
London School of Economics, still domiciled in Adelphi Terrace. 
England was cold and bleak and an early visit to the industrial 
cities of the north was infinitely dispiriting. But he saw and met 
(this was 1896) many of the great figures of English Liberalism. 
His task was the study of medieval economic history. In a 
moment of inspiration he saw that his problems could be under- 
stood far better by looking at them in a country where medievalism 
still survived than by examining musty documents. Ireland was 
there to be the material of his study. And so he set off for Ireland, 
determined that Horace Plunkett should be his mentor. And so 
it was. For three years most of his time was devoted to Ireland, 
and for ten years his energies were devoted to the book which 
grew out of it. 

Travel in Italy, marriage to an English woman, a long tour of 
British South Africa and German South West Africa filled the 
next years. He was by now Privatdozent at Munich, but his 
teaching duties “‘ were neither very exacting nor very profitable.” 
Those of us who live in these more constricted days, dominated 
by lecture-lists, supervision time-tables, university and college 
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meetings, cannot but envy Dr. Bonn that long, unhurried appren- 
ticeship, and cannot but wonder also whether we would not our- 
selves be wiser men if we had only a little more time “ to stand 
and stare.” 

When war broke out in 1914, he had been for some time 
principal of a newly established College of Commerce in Munich, 
and was on his way to act as visiting professor in California. 
He spent the first three years of war in the United States, and 
returned to Germany with Count Bernstoff, the German Ambas- 
sador, when America entered the war. From then onwards 
until the coming of the Nazis he was continually in the thick of all 
major economic crises in Germany. He saw the 1919 revolution 
in Munich. He was one of the German delegation to Versailles. 
He crossed swords with Stinnes on reparations. He was an 
intermediary through Philip Kerr, whom he had known before 
the War, with Lloyd George at Spa and again at Genoa. We see 
all these events, the troubles of Germany, the great inflation, the 
rise and temporary eclipse of Schacht, through Dr. Bonn’s eyes. 
For the whole economic history of the Weimar Republic, this book 
is very much more than mere casual reminiscence. 

From 1921, Dr. Bonn had been professor at the College of 
Commerce in Berlin, and in 1931 was elected Rector. When 
Nazism came, he sought to use such influence as he possessed to 
mitigate the hardships of his Jewish compatriots and colleagues. 
But it was evident that he was among those that the Nazis were 
most anxious to dispossess. He resigned the office of Rector and 
crossed into Austria. From many invitations he chose that of 
the London School of Economics and began a new life. But the 
old wander-lust has never been quite eradicated. America has 
shared him with England. 

This is a book which all should read. There is not only the 
fascination of the passages which throw quite new lights on the 
major politico-economic issues of our time. There are sketches of 
Brentano, of Horace Plunkett, of Lloyd George in attack, of 
Rathenau, Briinning, Stresemann, Schacht, which once read will 
never be forgotten. There is one passage, and one alone, where I 
find it hard to credit Dr. Bonn : 


* T had been bilingual for years,” he writes; “‘ I spoke and 
wrote English as fluently as my native tongue. Yet I was 
always under a heavy handicap when I had to express my 
innermost thoughts in English. I had a style of my own when 
writing German. . . . I rarely ever again experienced the 
creative joy that is the reward of a writer who has succeeded 
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in saying what he meant to say in words that perfectly render 
his thoughts.” 


Few Englishmen of this generation can rival Dr. Bonn in the 
economical use of their own language. If creative joy can be 
stimulated by the appreciation of his readers, I am sure that Dr. 
Bonn should have full measure of it. 

AusTIn RoBINson 

Sidney Sussex College, 

Cambridge. 














NOTES AND MEMORANDA 


A PIonEER OF NATIONAL INCOME ESTIMATES 


Tue name of T. A. (later Sir Timothy) Coghlan is probably 
known to a few outside Australia as that of the author of a monu- 
mental social history of Australia.! In Australia he is also re- 
membered as the Government Statistician of New South Wales, 
who, during the years 1886-1905, with great industry and fine 
judgment, made New South Wales for a time the country with the 
best official statistics in the world and laid the foundation for the 
collection and presentation of official statistics for the whole 
Australian Commonwealth.2 But it seems to be little known, 
outside the narrow circle of those who have worked on the national 
income of Australia,? that Coghlan was also a pioneer of national- 
income estimates. It would seem that his estimates were the 
first official estimates of national income anywhere; and he also 
seems to have been the first (if Gregory King be left in a class by 
himself) to have attempted parallel estimates of national income, 
output and expenditure on lines at least approaching modern 
techniques.‘ 


1 7. A. Coghlan, Labour and Industry in Australia, 4 vols., O.U.P., 1918. 

2 Coghlan was born in Sydney in 1856. He studied engineering and entered 
the New South Wales public service in 1873 as anengineer. It was by an accident 
that he turned to statistics when he was appointed, in 1886, to the newly created 
post of Government Statistician. The trial period of appointment grew into a 
twenty years’ occupancy of the post, during which he greatly developed the 
statistical services of the Colony and made himself a statistician of the front rank. 
Among his special interests was demography, which figures largely in his 
numerous semi-official publications. His standing was recognised by his election 
as Honorary Fellow of the Royal Statistical Society in 1893. According to the 
author of the obituary notice in the Journal of the Royal Statistical Society (1926, 
p. 785), Coghlan’s evidence in favour of graduation and differentiation of income 
taxation before the British Select Committee on Income Tax in 1905 had some 
influence on the Committee’s recommendations. In 1905 Coghlan retired as 
Government Statistician to take up the post of New South Wales Agent-General 
in London, which he filled, with a few short interruptions, until his death in 1926. 

3 There are references to Coghlan’s estimates in F. C. Benham, The Prosperity 
of Australia (P. 8. King, 1930, pp. 26 f.) and in C. Clark and J. G. Crawford, The 
National Income of Australia (Sydney 1938, pp. 53-5). But the extensive biblio- 
graphy of national income in Bowley’s Studies in the National Income (p. 209) 
refers only to Coghlan’s later estimates of 1897 and 1902 for Australia as a whole. 

4 These claims cannot be fully substantiated without reference to some 
early works in the literature of national-income estimates which are not accessible 
to the author of this Note. It would be of some interest to hear whether the 
claims can be challenged. 
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The estimates were made for, and published in, the official 
year-book of New South Walss which Coghlan initiated in 1887 and 
which appeared from then until 1901 over his name under the 
title The Wealth and Progress of New South Wales.1 From 1890 
onwards, Coghlan also reprinted these estimates, and later ex- 
tended them to the other ‘“ Australasian ’’ Colonies, in a serial 
publication, The Seven Colonies of Australasia,* the predecessor of 
the Commonwealth Year Book. 

Coghlan, in all his published work, was extremely sparing with 
references to his sources and explanations of the methods by which 
he arrived at his estimates. Fortunately, however, the working 
sheets for a number of his published volumes have been preserved.‘ 
These contain, in his own hand and in meticulous detail, every 
step in the calculations for most of his estimates and enable us to 
trace his sources and methods. In the main, Coghlan relied upon 
the major official collections of statistics such as censuses, but also 
on newspapers and journals and personally gathered information. 
Where other sources failed, he did not hesitate to make guesses— 
sometimes startlingly daring guesses—in the light of his own very 
sound judgment and intimate knowledge of the economy of New 
South Wales. 

(i) Income. Coghlan’s first estimates of the national income 
of New South Wales were for the years 1886, 1887 and 1889.5 
In the absence of any income-tax data (income tax was not intro- 
duced in New South Wales until 1897) he relied chiefly on census 
data and output estimates. He therefore presented his estimates 
divided up according to “‘ sources of income.”’ As he pointed out 


1 T. A. Coghlan, The Wealth and Progress of New South Wales, 1886/7—1900/1, 
series of 13 volumes, Government Printer, Sydney, 1887-1902; hereafter quoted 
as W. & P. 

* T. A. Coghlan, A Statistical Account of the Seven Colonies of Australasia, 
1890-1901/2, series of 9 volumes, Government Printer, Sydney, 1890-1902; two 
further volumes were published in 1904 under the title A Statistical Account of 
Australia and New Zealand 1902/3 and 1903/4. 

5 In the case of his official publications, his plea of defence would probably 
have been reasons of space and the conventional notion of his time that official 
figures required no further authority. 

* Working sheets relating to the issues of Wealth and Progress 1886/7, 1887/8, 
1888/9, 1890/1, 1892, 1894 and 1900/1, and a few relating to the issues of the 
Seven Colonies have been preserved. They have kindly been made available to 
the author by Mr. S. R. Carver, New South Wales Government Statistician, 
Sydney. 

5 W. & P. 1886/7, p. 420; 1887/8, p. 552; 1889/90, p. 705; 1893, p. 697. 
The last of these estimates was published by Coghlan as an estimate for ‘‘ the 
year 1892’ (W. & P. 1893, p. 697). This, as far as it is now possible to ascertain, 
seems to have been an error; as the working sheets show, the estimate was based 
on the occupational structure of the 1891 Census and on official production data 
(€.9.5 for mineral production) for 1891. 

No. 236—VOoL. LIx. TT 
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later, these early estimates were ‘‘ more a matter of speculation 
than exact calculation.”” 1 For the years 1887 and 1889 he also 
published estimates of wage incomes for each industry group.? 

The working sheets show how Coghlan gradually refined his 
methods for successive estimates. The first estimate for 1886 was 
crude indeed. Incomes from primary industry were derived from 
his own output estimates with some adjustments for costs (such 
as value of seed in the case of agriculture). Income from trade 
and commerce was obtained by adding 5% of the sum of exports 
and imports to the published net profits of banks and financial 
institutions; income from manufacturing by taking 70% of the 
sum of the aggregate value of machinery and a figure of £1,000 
per factory to represent wages and profits; wage and professional 
incomes in other industries by assigning figures for average annual 
earnings (based on wage-rate data with allowance for idle days) to 
broad occupational groups whose sizes were obtained from revised 
census data of 1881. In the later estimates the latter procedure 
was greatly refined by applying separate figures of annual earnings 
to small sub-groups of wage- and salary-earners, including some 
primary and all manufacturing industries. Some industry groups 
ignored in the first estimates were added, and the estimates of 
profit incomes improved by using several (still crude) methods as 
checks upon each other. 

The normal decennial census of 1891, coupled with a special 
Census of Industries held for the first time in the same year, 
enabled Coghlan to produce a considerably improved estimate for 
1891 * which he considered “‘a fair approximation . . . to the 
amount and to the sources of incomes.’’ 4 A new estimate on the 
same lines was made for 1894.5 Table I reproduces these five 
estimates. 

The estimates for 1891 and 1894 were also published in the 
nowadays more familiar form of income accounts by types of 
income. The introduction of income tax in 1897 enabled Coghlan 
for the first time to draw on income-tax returns for his estimates 
of national income.* The result was the estimate for 1898. This 

1 W. & P. 1893, p. 697. 

* W. & P. 1887/8, p. 552, and 1889/90, p. 705. 

3 W. & P. 1893, p. 697; see also note 5, p. 617. 

* ibid. 

5 W. & P. 1894, p. 749. 

° W. & P. 1897/8, p. 967. Coghlan explains that these estimates “‘ are 
based upon the statistics of income subject to taxation supplied by the taxation 
department, and upon the direct statements of pastoralists, manufacturers, and 


other employers of labour ”’ (ibid.). Unfortunately, the working sheets relating 
to these estimates do not seem to have survived. 


“ 
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TABLE I 
National Income of New South Wales. 
(£1,000.) 

Sources of income. | 18862 | 1887. | 1889. | 1891. | 1894. 
Pastoral industry . . ‘ 13,400 | 13,326 9,292 
Dairy farming ° ° } 10,500 1,400 - } 5.118 
Agriculture . ‘ . | 3,750 |}17,850 } 5.650 |f 52? , 
Forestry and fisheries , ' “ 410 
Mineral production ‘ . 3,000 4,450 4,554 4,264 
Manufacturing . ° ; 5,750 5,776 5,700 9,840 7,940 
House rents . - ‘i 7,000 5,900 6,120 6,883 5,661 
Professional . ; 2,500 2,760 2700 3,129 ® 
Civil servants and gov ernment 5,108? 

employees ‘ 2,500 1,405 1,6204 2,978° 
Other tradesmen and labourers 8,000 — — — — 
Other mechanical and labouring —_ 8,409 — — — 
Personal and household service 1,500 ‘ 
Food distribution . . é 1 } 2,018)} 4,680 } 4,397 } 3,574 
Trade and commerce, n.e.i. . 3,500 — — — — 
Commerce, trade, ete. . . — — 8,000 6,338 7,468 
Trade and shipping » —= 3,168 -- — = 
Other trade and wees of 

capital ° ‘ —_ 4,278 = _— — 
Shipping ; ; 2,500 6 
Transport (by land) ; : --- —- } 1,800 } 3,931 } 3,184 
Construction . - -- — 5,870 6,414 5,834 
Female wage earnings ‘i fs -— 2,711 — = = 
Miscellaneous pursuits . 7 — — 1,560 400 228 

Total. . . | 50,500 | 54,275 | 62,950 | 66,400 | 59,080 

















1 No allowance for this occupation in 1886 estimate. 

2 See comment page 617. 

3 This item, like all others for specific industries in the 1887 estimate, excludes 
female earnings. 

* Includes earnings of State railway employees. 

° Probably included in ‘‘ miscellaneous pursuits.” 

* Excludes wages and profits of State railways. 

7 Excludes State railway and postal employees’ earnings included under 
specific designations. 

® Professional and municipal-service incomes, 

® Earnings of all State employees, other than railway employees. 

10 In the estimates for 1886, 1887 and 1889 this item included rents of business 
properties outside the primary and secondary industries. 


appeared only in the form of division by types of income." Table 
II gives Coghlan’s three estimates of income in this form. From 
1899 onwards Coghlan published four successive estimates of the 
national income of Australia and New Zealand which contain 
totals for the national income of New South Wales.” 

All Coghlan’s income estimates were estimates of private in- 
come produced. He excluded Government property income 
(e.g., the profits of the State railways and tramways) even though 


1 A slightly revised form of this estimate appeared in W. & P. 1898/9, p. 927. 
12 Seven Colonies 1899/1900, p. 736; 1901/2, p. 764; Australia and N.Z. 1902/3, 
p. 322; 1903/4, p. 530. 
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TaBLeE II 
National Income of New South Wales. 
(£1,000.) 

Types of income. 1891. | 1894. 1898. 
Wage-earners ; : ; 25,500 | 23,636 | 29,679 = 
Persons working on own account. 7,326 = | 6,959 } 8.176 
Professional . é ‘ ‘ . } 5.108 } 5.633 | 4 
Civil servants a : ; , — | 7 2,539 
Employers with earnings of capital | 

owned in New South Wales ; 18,533 14,181 } 19.505 
House rents . " . ‘ ? 6,883 5,661 wisi 
Absentee incomes . : : ‘ 3,050 3,010 4,527 

Total. . . .{| 66,400 | 59,030 | 54,426 





data for this were readily available, but generally included incomes 
accruing to foreign residents. The incomes of banks and other 
financial institutions were not shown separately but ‘“ included 
with the industries from which they are primarily derived.’’ Thus, 
in 1891, “‘the income derived from the pastoral industry is set 
down as £13,326,000, but a very large portion of this amount con- 
sists of the earnings of financial institutions, though, as might 
naturally be supposed, the exact amount so earned and the amount 
to be set down as belonging to the nominal owners cannot be 
determined with any pretension to accuracy.” ? The figures for 
rent of dwellings included imputed rents of owner-occupiers. 
Coghlan nowhere discussed the national-income concepts which 
he adopted. But on most points, the definitions underlying his 
estimates can be inferred. For instance, in deriving income 
estimates from output data, he made no allowance for deprecia- 
tion, so that his estimates must be taken as estimates of gross 
national income or product. Presumably, they represent national 
income at factor cost,4 but included the (then very small) item of 
transfer payments.5 


1 In the estimates of Australian national income in the last two issues of Seven 
Colonies, however, the incomes of debenture holders in England are excluded on 
the interesting ground that ‘‘ these are not in any colony subject to taxation” 
(Seven Colonies, 1899/1900, p. 736). 

2 W. & P. 1893, p. 698. 

3 As shown by the attempt in the working sheets to allow for ‘‘ wear and 
tear”’ in accounting for the difference between income and consumption; cf. 
Table III. The 1898 estimate, however, being based on income-tax returns, 
may represent net national income. 

4 This would be the case even where the income estimates were derived from 
output data ; for the latter were ostensibly based on values at the place of production. 

5 Even the small portion of public-debt interest which accrued to domestic 
residents did not represent a transfer payment, since the debt was preponderantly 
productive. The working sheets, however, show that incomes of ‘‘ pensioners 
and annuitants ’’ were included in the national income. 


‘ 
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(ii) Expenditure. Coghlan’s first estimate of the national 
expenditure of New South Weies was for the year 1888.1 It was 
actually no more than an estimate of private consumption ex- 
penditure, presented under the quaint title “‘ the Cost of Living.” 
Coghlan added the explanation that ‘“‘ while the income amounted 
to 54 millions,? the expenditure amounted to 48-7 millions, the 
balance of 5-3 millions representing the savings of the people and 
the earnings of absentees.”’ ® 

Coghlan displayed considerable ingenuity in constructing his 
consumption estimates from very scanty data. The working 
sheets show that he relied mainly on estimates of average daily or 
weekly consumption per head or per family, which may have been 
obtained by more or less formal budget inquiries or from mere 
personal impressions. But he also drew on a great variety of 
other data. A pleasing example is his method of estimating 
annual expenditure on amusements by calculating the gross 
takings of theatres, music halls, race courses and other places of 
entertainment on the basis of number of establishments, seating 
capacity, prices of tickets and number of performances per 
year. 

New estimates of private consumption were later published 
for 1890, 1894, 1897 and 1900, while somewhat peculiar partial 
revisions of the estimate for 1890 appeared as “‘ estimates ”’ for 
1892 and 1893.5 For two of the later years, Coghlan also at- 
tempted to bridge the gap between income and consumption by 
analysing the various forms of saving; but he had to content 
himself with the publication of estimates for a few of the compo- 


1 W. & P. 1888/9, p. 334. 

* This does not appear to have been a separate estimate for 1888 but based 
on the 1887 estimate. 

3 W. & P. 1889/90, p. 380. 

‘ W. & P. 1890/1, p. 743; 1894, p. 308; 1897/8, p. 1053; 1900/1, p. 775. 

5 W. & P. 1892 (p. 849) presented the 1890 estimate, with revised figures 
only for food and drink, fermented liquor and tobacco, as ‘‘ an estimate for 1892.” 
W. & P. 1893 (p. 781) gave a ‘‘ revised ’’ estimate for 1892 which merely added 
£2 million to the total, allocating £1-4 million for *‘ lodging ’’ to the item ‘‘ personal 
attendance and service”’ and £0-6 million to the item ‘‘ art and amusement ’’; 
these additions, which were hardly based on any very scientific calculation, dis- 
appeared again from the 1894 estimate. The slim extra volume of the series 
which was published during the depression while the 1894 volume of Wealth and 
Progress was delayed (T. A. Coghlan, A Statistical Survey of New South Wales 
1893/4, p. 235) gives yet another version of the original 1890 estimate, with new 
estimates only for food and drink, fermented liquors and rent, as an “‘ estimate 
for 1893.” These are not the only occasions where Coghlan resorted to rather 
high-handed procedure, though they probably enhanced rather than diminished 
the practical usefulness of his volumes to his contemporaries and do not, as such, 
detract from the scientific quality of those of his estimates which were specifically 
prepared. 
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nent items. These have been added to his estimates of consump- 
tionin Table III. Neither his publications nor his surviving work- 
ing sheets show evidence of any attempts at independent esti- 
mates of private investment. When income tax was introduced, 
Coghlan was careful to add “ direct taxes not falling on trade ” 
as a new item in the Cost of Living. From 1900 onwards Coghlan 
published corresponding estimates of consumption for the whole 
of “ Australasia.””? Table III gives his five independent esti- 
mates of the national expenditure of New South Wales. 

(iii) Output. In one sense, Coghlan’s estimates of national 
income “by sources of income”? really represent what would 
nowadays be called estimates of national output; and, as has 
been pointed out, they were at least partially obtained by the out- 
put method. But Coghlan also presented separate estimates of 
“‘ general production ”’ which were, in effect, the “ value added ” 
by the primary and secondary industries. These were probably 
among his most careful and reliable estimates, although even here 
he frequently found it necessary to publish later revised estimates 
for individual items as better data came to hand. 

For some of the major-industry groups, e.g., mineral produc- 
tion, official output estimates had been collected and published 
for many years back. Coghlan also had at his disposal crop re- 
turns for agriculture and had begun to obtain from manufacturing 
firms annual returns of value of output and raw materials. Cogh- 
lan’s first published estimate of ‘‘ total production ”’ was for 1888, 
as part of a corresponding estimate for all the “ Australasian ” 
Colonies.4 This was followed by new estimates for each subse- 
quent year, and by two estimates, first published in 1894, for the 
two earlier census years, 1871 and 1881.5 Table IV reproduces 
the estimates for the years 1888, 1890, 1891 and 1894.§ 

1 W. & P. 1894, p. 751; 1898/9, p. 928. 

2 Seven Colonies 1901/2, p. 367; Australia and N.Z. 1902/3, p. 5386; 1903/4, 
p. 901. 

* Value of output minus cost of raw materials and fuel. In aggregating the 
value of output of the various industry groups, Coghlan, from 1894 onwards, made 
further deductions for ‘‘ raw materials twice included ”’ (e.g., feeding-stuffs already 
included in agricultural output) (W. & P. 1894, p. 569). The figures for mineral 
production, however, seem to have been taken straight from the estimates of the 
Department of Mines without any deduction for the substantial value of fuel and 
other raw materials used. 

* Seven Colonies 1890, pp. 137 f. 

5 Seven Colonies 1894, p. 269. 

* The estimates for 1888, 1890 and 1891 are from Seven Colonies (1890, 
pp. 137f.; 1892, p. 196; 1894, p. 269); that for 1894 from Wealth and Progress 
(1894, p. 569). The estimate which is here presented as an estimate for 1891 was, 


like the corresponding national income estimate, published as an estimate for 
1892; cf. note 5, p. 617. 
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TaBLeE III 
National Expenditure of New South Wales. 
(£1,000.) 





| 1888. | 1890. | 1894. | 1897. | 1898. | 1900. 





Consumption : 

Food and beverages . | 15,750 | 15,873 | 16,239 | 18,654 — 18,347 
Fermented liquors . . | 4,680] 4,774)| 3,931 | 4,086 — 4,769 
Tobacco ; 780 | 1,194] 1,208] 1,039 — 1,259 
Clothing and drapery ; 7,470 | 8,392 | 6,567 | 7,158 _— 8,231 
Furniture ‘ ‘ 900 806 477 716 — 680 
Rent (dwellings) . 6,000 | 6,727 | 5,661 | 5,761 — 5,511 
Locomotion . , ‘ 1,640 | 1,706; 1,600) 1,776 — 2,053 
Fuel and light ‘ 1,780 | 1,797 | 1,853 1,960 — 1,760 
Domestic service?! . . 1,990 1,918 — 
Lodgings ye oe’ |}1,450 |}2,428 | — |}2,371 
Medical and nursing 4 920; 1,428; 1,432! 1,519 — 1,512 
Religion, charities and 

private education ‘ 860 716 754 944 —- 1,213 
Art and amusement > 1,050 996 998; 1,111 aoe 1,290 
Books and newspapers. 600 765 758 804), — 765 
Direct taxes not falling on 

trade . ‘ 5 — — — 734 — 519 
State services, sities 

succession dues ‘ 730 743 579 2887) — 3982 
Other household expenses 1,550 | 2,815] 1,950} 2,013 _— 1,866 
Miscellaneous expenses . 2,000 | 1,482 1,199 | 1,272 -— 1,275 





Total . . | 48,700 | 52,132 | 46,656 | 52,263 |52,563 | 53,819 
Savings, etc. : 


Local rates . = F a == 506 a“ 793 —_ 
Losses by fire * . ‘ —- — — a (400)3} — 
Calls by banks — _ 750; — — fae 


Conditional purchase (of 

land from the Crown) . — -—- 1,052 = 1,105 
Life insurance premia _ — 910 — 910 
“* Savings ”’ (at least) ‘ = a 3,300 — 4,000 


Plt ddl 





Absentee incomes os 3,010 5,5054 
Wear and tear ? _- — —- 
(Balance) — (2,896) (250)5 
National (private gross) 

income ® ‘ é me —- 59,080 a 64,426 — 























1 Includes other forms of ‘‘ personal attendance.” 

2 “ Not incidental to earning incomes ’”’; postage and telegrams only. 

8 Not published; taken from working sheets. 

‘ The difference between this figure and the corresponding figure in Table II 
is due to the fact that the figure in Table II related to 1897, the 1898 estimate not 
having been available when the estimate of national income for 1898 was prepared. 

5 Clearly, this balance is too small to allow for depreciation and suggests that 
the figure of £4 million for (net) ‘‘ Savings ’’ was an overestimate. 


Each of these estimates is reproduced here as it was first pub- 
lished. Almost every component estimate was later revised. 
Thus, the three earlier estimates of pastoral production were later 
brought into line with the 1894 estimate, which was the first to be 
based on a more careful attempt to value output at the place of 
production; the 1888 figure for agricultural production relates 








624 THE ECONOMIC JOURNAL [DEC, 























TaBLeE IV 
Value of Production of New South Wales. 
(£1,000.) 
| 1888. | 1890. | 1891. | 1894, 
Agriculture . . ‘ * 4,150 4,131 3,584 3,396 
Pastoral industry . " . 13.059 13,360 14,725 11,168 
Dairy farming ‘ ° ° } = 2,888 2,736 2,548 
Forestry and fisheries. ‘ 786 1,343 1,502 689 
Mining . ° ‘ . 3,800 5,004 6,396 4,858 
Manufacturing ; ; : 5,770 (7,615)? | 7,798 7,627 
oad o . ‘ach 30,286 
Less: Raw materials twice in- 

cluded ‘ ‘ > a — -— | — 185 

Total primary production ; — 26,726 _ -- 
“Value of production” . | 27,564 | (34,341) | 36,741 | 30,101 


| 





1 Not included in original estimate; estimate for manufacturing from W. & P 
1893, p. 472. 


to the crop year 1887-8, the other three to the crop years ending 
in March of the following year; the mining estimates were later 
revised upward chiefly to allow for previously unrecorded pro- 
duction of iron; the estimates for dairy farming and manufactures 
were frequently adapted to changed classifications of subdivisions 
of the industries (undertaken largely in order to secure some uni- 
formity with the official statistics of the other Australian Colonies) ; 
and so forth. The apparent violent fluctuations in the output of 
forestry and fisheries must also be ascribed to revision of estimates 
which had to be made on exceedingly scanty data. 

Coghlan was aware that the “‘ value added ”’ by the various 
industries exceeded their contribution to the net national product,’ 
and he appears to have made an attempt to ascertain the true 
income produced by the manufacturing industries but found the 
results too unsatisfactory for publication.® 

The deficiency of his production data precluded Coghlan from 
presenting his income, output and expenditure estimates in the 


2 He explained (Seven Colonies 1901/2, p. 689) that, after deducting wages 
from the value added in the process of manufacture, ‘‘ rent, insurance, de- 
preciation, etc.” still had to be allowed for before one could state ‘‘ the profits 
on the business.” A more detailed list of the items composing the difference 
between value added and income produced was given by Coghlan’s successor in 
the first issue of the Official Yearbook of New South Wales 1904/5, p. 238: “‘A 
considerable margin must be allowed for such items as renewal of, and deprecia- 
tion in, plant and machinery, etc., insurance, rent (when the buildings are not 
owned by the manufacturers), advertising, rates, taxes other than duty or income 
tax.” 

3 W. & P. 1893, p. 473. 
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modern form, as parallel and alternative statements of the same 
magnitude. Neither could it be claimed that he fully appreciated 
the value of this procedure as a means of checking the reliability 
of each set of accounts. In other respects, however, Coghlan made 
bold use of his statistical data to reveal economically significant 
trends and relationships. Thus he calculated, and speculated on 
the significance of, the ratios of national income to (primary and 
secondary) ‘‘ production ”’ in each of the “ Australasian ’”’ Colonies ; } 
the ratio of national (private) income to national (private) capital ; * 
national income per head of working population ; * the distribution 
of income between different income groups; ‘ trends of real in- 
come (value of output at constant prices); and international 


comparisons for several of these relationships. ® 
H. W. Arnpt 
University of Sydney. 





FoORMALISATION OF Mr. Harrop’s Mopen 


In an earlier paper 7 I contended that Mr. Harrod’s model 
was formally incomplete, if we confined ourselves to the premises 
explicitly stated. This note is intended to suggest ways in which 
the implied assumptions on entrepreneurial expectations can 
be made explicit, and a complete model constructed with their 
aid. 

Mr. Harrod’s explicit assumptions are that ex post saving 
(investment), S(t) in period ¢, is a constant proportion, s, of 
income in period t — 1, Y(# — 1), #.e., that 


(1) S(t) = s¥(t — 1), 


1 Seven Colonies 1901/2, p. 766. 

* Australia and N.Z. 1902/3, pp. 323f. Besides his estimates of national 
income, Coghlan published annual estimates of the national (private and public) 
capital of New South Wales from 1887 until 1893 and again for 1898 and 1900 
(W. & P. 1886/7-1900/1). 

3 Australia and N.Z. 1902/3, p. 325. 

* ibid., p. 322. 

5 W. & P. 1900/1, p. 751, and earlier volumes. The 1894 volume, for instance, 
gives the following table (p. 570) : 


Total Production of N.S.W. 
At 1871 prices. At 1894 prices. 
£ £ 


1871 . ; : . 15,379,000 8,314,730 
1888 . ; . . 29,415,800 14,994,110 
1891 . : , . 56,914,500 28,658,000 
1894 . 59,044,900 30,100,660 


& eg., W. & P. 1900/1, pp. 774, 776. 
* “ Notes on Some Dynamic Models,’”’ Economic JouRNAL, December 1948. 
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and that desired investment may (as a first approximation) be 
taken to be based entirely on the acceleration principle, i.e., 
that desired investment in period ¢, I(t), is a constant proportion, 
C, of the rise in income in period ¢ above that in the preceding 
period, so that, 


(2) I(t) = C[Y(t) — Y(t — 1)]. 


If we are to have investment demand satisfied, i.e., I(t) = S(t), 
then income must behave in a special manner given by (1) and (2) 





iue., sY(t —1) =C[Y(t) —Y¥(@—1)]_ or 
(3) Yn(t) =2** ve — 0), 


where we say that this is warranted income,! as distinct from 
actual income, Y(t) (modifying Mr. Harrod’s terminology 
somewhat). 

So far we have only enough information to tell us what (in a 
sense) ought to happen, but not enough to tell us what does, in 
fact, happen. We do, however, have some information about 
Mr. Harrod’s views about this from the following arguments : 

(a) The warranted income path is self-preserving (so long as 
full employment is not reached) because once on it, entre- 
preneurs will see that they are just satisfying investment demands 
with their outputs and so will continue, as before, increasing 
output at the warranted rate. 

(b) The warranted income path is unstable, for, e.g., if income 


1 I employ equation (1), rather than S(t) = sY(t) as I did in my note referred 
to above, because this, together with (2), give for the warranted income Y(t) = 
a - Y(t — 1) as the reader may easily verify, and this has the peculiarity that 
for s > C > 0 a warranted income must not grow at a constant geometric rate as 
an intuitive examination would lead us to expect, but rather national income 
must oscillate from period to period, and must be negative every other period 
if investment demand is to be satisfied! Another alternative, suggested to me 
by Professor Popper, is that we take saving to depend on income anticipated in 
the next period, 7.e., S(t) = sY(t + 1), which with (2) gives for warranted income 


Yp(t) =¢ Y(t —1) — : Y(t — 2), a second-order linear equation. This can 


have no oscillations like those of the preceding case provided s and C are both 
positive, which seems reasonable on economic grounds. For C> 4s this gives 
an explosive time path for warranted income as Mr. Harrod’s analysis suggests, 
but for C < 4s warranted income behaves cyclically. 

The difficulty of oscillation in warranted income disappears as well if we 


employ Domar’s differential equation approach, taking I(t) = C ad and S(t) = sY, 


s 
which gives Y(t) = Ke’, but the assumption here is that investment demand 
is based only on the experience of what we might call (in mathematically bad 
taste) an infinitesimally small period of time. 
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increases more rapidly than warranted there will be excess invest- 
ment demand, entrepreneurs will try to increase their outputs 
so much in the next period as to make up for this deficiency, 
and this will cause output to increase still further above the 
warranted amount. 

Argument (b) may seem to suggest that entrepreneurs change 
their outputs just by the amount they think necessary to make 
up for the excess demand, I(t — 1) — S(t — 1), (positive or 
negative) in the preceding period, so that in period ¢ they 
produce 

(4) Y(t) = Y(t — 1) + 1(¢ — 1) — S(t — 1) 

= (1 + C)Y¥(t — 1) —(¢ + C)¥(¢ — 2). 

As we shall see presently, this does not really suit Mr. Harrod’s 
specifications, but we might note a few of the properties of the 
system. It involves a second-order-difference equation with 
characteristic equation 

X? — (1 + C)X + (s + C) = 0; 
if on economic grounds we take s>0, C>0, it has no negative 
roots. If s+ C>1, which seems economically plausible though 
not without exception, then at least one of the roots must be 
greater than unity in absolute value so that the system will be 
explosive. Finally, if 


(1 + C)? — 4(s + C) 
is negative, i.e., if a. 7 
1—2Vs<C<1 + 2V%, 
(on economic grounds I assume s <1 throughout) 


then the roots will be complex, which means that the dynamic 
system will involve cycles of growing amplitude. This can 
happen independently of ceilings and floors such as those pro- 
vided by the natural rate of growth or those suggested by Hicks,} 
and against which the system is taken to bounce up and down. 
If, however, we have 
C>1+2vs 
the system will explode either upwards or downwards depending 
on the initial impulse. 

The reason this system cannot really be what Mr. Harrod 
had in mind is that it does not satisfy condition (a), i.e., the 
warranted rate, once attained will not be adhered to. For 
presumably the warranted rate of growth is positive, i.e., s>0 


1 J. R. Hicks, ‘‘ Mr. Harrod’s Dynamic Theory,” Economica, May 1949. 
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and C'> 0 in (3), but once the warranted rate of growth is attained, 
by definition 

I(t) = S(t) so that (4) gives 

Y(t +1) = Y(t) 


which means a departure from the (positive) warranted rate of 
growth of income. 

I suggest that a system closer to that which Mr. Harrod 
had in mind can be obtained by assuming that entrepreneurs 
plan (because of past experience?) to increase their output at 
warranted rate unless there is (positive or negative) excess 
demand J(t) — S(t), in which case they plan to depart from the 
warranted rate by an amount sufficiently great to make up for 
the excess demand. This gives (compare (3) and (4)) 


¥(t) = 7 Y(t — 1) + I(t) — 1) — SU — 1), 


or, substituting from (1) and (2) 


12 bs Y 
Y(t) tS +P ye 


CC! i ( —1)-(C + 8) ¥(t — 2). 


(5) 
The time path of income given by this equation can easily be 
shown to have properties much like those suggested by Mr. 
Harrod’s analysis. The characteristic equation has no negative 
roots if C and s are both positive. If C + s exceeds unity, at 
least one of the roots must be greater than unity in absolute 
value. Moreover, there are no complex roots. 

All this means that income must follow a path which is 
explosive upwards or downwards depending on the direction 
of the initial impulse. It is also easily seen that if (5) holds, 
the warranted rate of growth, once attained, is self-perpetuating. 

To see what happens when there is a departure from warranted 
income, Yw(t), write for “the gap ” 


(6) D(t) = Y(t) — Yo(t) = 1(t — 1) — S(t — 1), (by 5), 
1 For complex roots require 
2 2 
[SAE] < ae + 
or Z = C4 — 203 + [1 — 28]C? + 2Cs + s?< 0, which has a minimum with 
respect to s at = = 2[C — C?] + 28 =0 
or S=C?—C, 


‘ : ? P ? eZ 
which substituted into the equation for Z gives Z = 0. Moreover, aa = 2, 80 


that there is no value of Z < 0. 
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so that by (1) and (2) we have, in the next period 
Dit + 1) =1() — S® = 

C[¥w(t) + Dt) — Y¢ — 1)]-—s¥(t — 1) = CD, 
by (1), (2), (6) and (3) which means that the departure from the 
warranted income will grow ever larger if, and only if, C > 1 and 
will tend to disappear in the long run if C <1. 

From all this it would appear that an assumption something 
like that given by (5) is what is required to make Mr. Harrod’s 
system work the way he says it does. At any rate this attempt 
to bring out the underlying assumptions in explicit form may help 
in evaluating the empirical validity of the system. 

Witu1amM J. BavuMOL 





OFFICIAL PAPERS 


Five Economic Surveys! 


THERE was a time, not very many years ago, when an 
economist could legitimately feel that, while in the fields both of 
theory and of applied economics great progress was being made 
in matters of detail, there was insufficient study of the trends of 
the world economy as a whole, as well as of that of particular 
nations. Before the war this gap was already beginning to be 
filled. In particular, the brilliantly edited annual world surveys 
produced by the League of Nations enabled one to see the 
developments of one’s own country in their world setting. Since 
the end of the war there has been such a proliferation of surveys, 
national, regional and world-wide, that one has begun to ask 
which among them are the “ must’s,”” and which can decently be 
left for reference rather than reading. 

Here are five surveys. Two are concerned with world 
problems. Three are concerned with regional problems. Each 
in a separate way adds to our knowledge. There are various 

1 World Economic Report, 1948. United Nations Department of Economic 
Affairs, Lake Success, New York. H.M. Stationery Office. 15s. 

Economic Survey of Europe in 1948. Prepared by the Research and Planning 
Division, Economic Commission for Europe, United Nations, Geneva. H.M. 
Stationery Office. 12s. 6d. 

Economic Survey of Asia and the Far East, 1948. Prepared by the Secretariat 
of the Economic Commission for Asia and the Far East, United Nations. H.M. 
Stationery Office. 10s. 

Report on the Progress of Western European Recovery, 1945-8. Organisation 
for European Economic Co-operation, Paris. 


Nineteenth Annual Report of the Bank for International Settlements, 1948-9. 
Basle. 
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ways in which one could attempt to review them. I think the 
most useful way will be to look at the main problems and trends 
of the world economy and see what each of them in fact con- 
tributes to the understanding of these problems. 

The great economic problems of the world to-day, most 
economists would agree, fall into two broad categories. The 
first is that of making the structural adjustment in the world’s 
trade and in the economies of the different nations so that they 
can balance their overseas payments at levels which will provide 
tolerable standards of life for their peoples. The second is that 
of enabling countries with very low standards of living to make 
such advances that democratic institutions may survive and 
prospects of peace be improved; this particularly affects Asiatic 
countries. 

Of the problem of structural adjustment, by far the greatest 
is that of the whole relations of Europe and North America. 
The dimensions of this problem have gradually been emerging 
during the past two years. The purely British aspects have been 
known in outline since the Stage II lend-lease negotiations of 
1944 and the Washington loan negotiations of 1945. But the 
full difficulties of making the necessary adjustments have lately 
become much clearer. The very similar problems of the other 
countries of Western Europe were first appreciated during the 
Paris Conference of 1947. They became much more fully evident 
when the long-term programmes of the Western European 
Countries were presented to the Organisation for European 
Economic Co-operation during the late autumn of 1948. The 
Interim Report on the European Recovery Programme of O.E.E.C. 
disclosed the very wide gap that had to be closed if a balance was 
to be reached by 1952. 

To the measurement of the dimensions of the problem none of 
these reports make any significant new contribution. For the 
Western European Countries, the Interim Report remains the 
best authority as to that. The O.E.E.C. Report on Progress of 
Western European Recovery shows that the balance of payments 
deficit with the non-O.E.E.C. world of the ten chief countries of 
Western Europe other than Germany had halved between 1947 
and 1948. The Economic Survey of Europe, covering an appreci- 
ably wider area and including East-West trade with the European 
iron-cuz ‘ain countries as intra-European trade, shows a reduction 
in the adverse balance of Europe as a whole from $7-6 billion to 
$5-6 billion, and a reduction in the balance as against the United 
States alone from $5-7 billion to $3-6 billion. 
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The earlier Interim Report of O.E.E.C. had expressed grave 
concern as to whether, with the then existing policies and exchange 
rates, there was a prospect of eliminating the Western European 
deficit before 1952-53. When that report was written at the end 
of 1948 it seemed likely, on the best assumptions that could be 
made of the absorptive power of markets and of the likely 
elasticities of demand, that there would be a deficit, if existing 
policies and exchange rates were continued, of the order of $3 
billions. The practical problems, as they then appeared, were 
those of changing the economic policies and structures of Europe 
and of improving Europe’s competitive power sufficiently rapidly 
to get a balance. But the central issue was, and remains, 
whether the balance with North America is to be a high-level or a 
low-level balance. Are the necessary adjustments to be made 
chiefly by contracting purchases from North America, or chiefly 
by expanding exports to North America both directly from Europe 
and on a multilateral basis from other countries ? 

The future prosperity of the world will turn very largely on 
which of those lines of solution predominates. It is fatally easy 
to slip into a situation in which the exports to North America 
are not greatly expanded, and purchases from North America are 
contracted to accord with the limited dollars that become available 
through North American imports and lending. Such a solution 
will be disastrous to the world. The countries of Europe, unless 
they can very rapidly readjust their economies, will find them- 
selves, for a period at least, unable to provide sufficient food to 
maintain satisfactory nutrition and sufficient materials to keep 
their industries in full operation. The countries of North 
America will find themselves precluded from selling in their 
traditional markets and forced into tremendously painful 
structural readjustments. The potential political problems of 
Europe, if large-scale unemployment emerges, need scarcely be 
stressed; the democratic institutions of Western Europe may 
be in jeopardy. The potential political consequences for North 
America are scarcely less great. There will be grave dangers of 
growing antagonisms, of the break-up of the world not into two 
but into three great divisions. 

Meanwhile the problems of practical policy for Europe are 
immensely difficult. On the one hand, it would be disastrous to 
do anything which would put obstacles in the way of the better 
solution—the achievement of a high-level balance with North 
America. On the other hand, it would be equally disastrous to 
make wholly unrealistic assumptions about possible European or 
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other longer-term earnings of dollars and to fail to take adequate 
action now to enable Europe and the United Kingdom to survive 
if dollar earnings are disappointingly low. The potential dangers 
in the latter case are so immense that any wise man would probably 
think it safer to guard against some of the more extreme risks. 

The gravity of this problem cannot be exaggerated. One 
would expect any competent economic survey of 1948 to be 
primarily concerned with it, and with the prospects of a satis- 
factory solution through a high-level balance. In fact, only the 
Economic Survey for Europe has any substantial new contribution 
to make to this group of problems. But the contribution is so 
important and so distinguished that it should be read and pondered 
carefully by all who are concerned with these vital issues. 

The Survey begins, naturally, with three chapters which trace 
the recovery of Europe in terms of production, of the search for 
internal equilibrium, and of capital formation. Down to the end 
of 1948 it remained possible to contemplate these figures with some 
measure of self-congratulation. And after a summer of self- 
incrimination it may be right for an Englishman to hearten 
himself by remembering, first, that not only industrial production 
but also output per man-year in British industry is revealed to be 
significantly higher than in 1938, and, second, that the share of 
personal consumption in the national income was no more than 
69% in 1948 as against 78% in 1938; if we live outside our 
resources it is not because we are living softer. 

But the heart of the Survey is reached in the following chapters, 
which deal with the trade problems of Europe—its pattern, the 
price movements and terms of trade, the extent to which prices 
have really been competitive, the balance of payments in overseas 
trade and the changes in intra-European trade. There are 
passages here which reflect the relative optimism of the end of 
1948. We are told, for example, that “the recent trends in 
European exports and imports .. . reflect marked progress 
towards equilibium in trade’’, and that a continued rise com- 
parable to that of 1948 would bring a balance with 1938 imports 
if it could be continued to mid-1951. But in the main there is 
hard-headed and realistic thinking. This is particularly true of 
the chapter on prices in international trade. Undoubtedly it 
contains some adventurous statistical calculations. One might 
question, for example, the validity of treating United States 
prices of food, drink and tobacco, affected as they are by internal 
agricultural policies, as more valid prices than those of which the 
United Kingdom buys its imports. But the chapter marshalls, 
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as no other work that I know has done, the evidence from which 
one could judge the competitive position of Europe at pre-devalua- 
tion exchange rates. 

The chapter to which I think all readers will find themselves 
returning again and again is the final chapter on problems and 
prospects. That chapter puts the European problem in its world 
setting far better than anything else that has been written. I 
cannot hope to summarise it here. The main points which it 
stresses are these. The year 1948 has seen rapid and considerable 
improvement. The levels of production are back to pre-war 
levels or higher. But Europe is not paying for the materials 
necessary to maintain these high levels of output. That requires 
an increase of some 60% in exports. But the increase needs to 
be directed almost wholly to the earning of dollars or the saving 
of dollar imports. How far that can be done will depend more 
than anything on the ultimate pattern of the United States 
balance. 

It then goes on to describe the dual nature of United States 
trade. The older pattern, in which the United States first en- 
gaged, showed exports of primary products, largely to Europe, 
paid for by imports of manufactures. As the United States has 
grown up to be a great manufacturing nation, a new pattern has 
emerged. Exports of manufactures have paid for imports of 
primary products, largely from tropical areas. In the war, the 
shortage of other supplies drove the world back on to the surplus 
production of North America. At the same time it made 
America more accustomed and able to dispense with European 
supplies of manufactures. 

Which solution will the United States adopt? Will it export 
less, import more, or lend more? If it is to export less that must, 
if exchanges are relatively free, mean that American exports decline 
because European exports are cheapened and the terms of trade 
of Europe made more adverse. If the balance is to be reached by 
higher American imports, these would have to increase appreciably 
beyond the pre-war proportion of imports to national income—a 
proportion which has been significantly reduced during the war 
years. This again would be possible only if European terms of 
trade were worsened. 

The third alternative of lending is posed in the Survey. 
Whether it can go far to bridge the gap in the United States 
balance of payments, I doubt. The surplus in 1948 was about 
$5-7 billion. Few American economists believe that commercial 


lending on a scale much more than $1-2 billion is likely. The 
No. 236—voL. LIx. UU 
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problem is thus in the main a question of the future of United 
States imports and exports. 

Since the Survey was written we have taken the measures 
which will cheapen British and Zuropean exports generally. 
The great question is whether we can now prevent price rises and 
secure the high-level balance that the worid so badly needs. This 
is a question which the Survey cannot solve. But it has made an 
immense contribution to the world’s understanding of it. 

If I may turn now to the Economic Survey of Asia and the Far 
East, that is in the main concerned with problems of production 
rather than trade. A valuable introductory section deals with 
the general characteristics of Asian economy and the salient 
changes since the War. It stresses the predominantly agricultural 
basis of the economies, their under-development industrially, 
their low productivity, but above all the high rates of population 
growth. While political independence has brought large areas of 
Asia new responsibilities, their problems have clearly become 
much more difficult—a point which emerged with great clarity 
at the recent Commonwealth Relations Conference. For the 
new democratic institutions must show progress if they are to be 
stable and permanent. And with small internal resources in 
Asia and diminished investible surpluses in Europe, the problems 
of the finance of the much-needed investment are very difficult. 
But above all, food production is failing to keep up with popula- 
tion growth. And with higher prices and increased need for food 
imports and low prices of certain exports, notably rubber, a 
number of the Asiatic countries have found great difficulty in 
balancing their payments. 

The position of Japan in all this does not emerge with great 
clarity. Indeed there is more material about certain aspects of 
Japan in the World Economic Report than in the regional survey. 
It would seem clear that other Asiatic countries are hesitant to 
become dependent on Japan, and that for the moment at least 
Japan is tending to be more closely integrated with America than 
with Asia. In 1948 Japanese textile production was only about 
a quarter of the pre-war volume. The regional survey is sceptical 
of any rapid recovery of markets. But it is not easy to get from 
any of these sources a coherent picture of the trends of the 
Japanese economy, of the level at which payments look likely to 
be balanced, or of the probable longer-term commodity composi- 
tion of Japan’s exports. In the regional survey, Japan is one of 
the four countries for which no balance of payments analysis is 
given. In the world report, some total figures are given, but little 
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in the way of useful detail. This is a serious defect, since Japan’s 
place in the longer-term world-trade pattern is of great import- 
ance. 

In comparison with the European Survey, any reader will, I 
think, feel that this Asiatic Survey is a trifle pedestrian. It 
marshalls most of the necessary evidence. But it does not, in the 
same powerful way, get to grips with the great problems. 

May I come back, then, to the qualitics of these Surveys. The 
Economic Survey of Europe in 1948 has a first place in the shortest 
possible list of “ must’s”. It is beautifully written. It faces 
the big problems. It adds immensely to our comprehension of 
them. If its bravest statistical adventures are occasionally open 
to challenge on technical grounds, it is seldom—if ever—that the 
resultant analysis would be changed by a change of the statistical 
evidence. 

The Report on the Progress of European Recovery is a useful 
addition to our knowledge of the trends of the O.E.E.C. countries. 
It does not set out to tackle the big problems. That was done for 
O.E.E.C. in the Interim Report. But there is a great deal of 
useful and interesting statistical material here. A table, to take 
a single example, on p. 38 shows that of 222 million working days 
lost through industrial disputes in seven major European countries 
in 1919-21, as many as 147 millions were lost in the United King- 
dom; of 45 million working days lost in 1946-48, less than 7 
million were lost in the United Kingdom and over 35 million in 
France. In the main this volume is most useful for statistics of 
production in the O.E.E.C. countries, for trends of exports of 
different countries and for information on their internal financial 
stability. 

The Economic Survey of Asia and the Far East is a very 
valuable source of statistical and other information, particularly 
on the food and production aspects of Asian problems. But it 
deals fully and thoroughly also with the vital problems of currency, 
banking, public finance and the control of inflation. 

The Bank of International Settlements Annual Report also con- 
tains a vast amount of useful material. It is especially good on 
E.R.P. aid generally and on the detailed working and results of 
the European payments agreements which are administered 
through the Bank. There is a very interesting table (p. 20) 
which relates the E.R.P. net aid (after allowance for drawing 
rights given to other European countries) to the national incomes 
of the various countries. The net aid allotted for mid-1948 to 
mid-1949 was equivalent to 2-4% of the national income for the 
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United Kingdom. It was equivalent to 6-5% for France, and to 
10-8% for the Netherlands. It was under 1% for Belgium and 
Sweden. There is a competent general discussion of the trends 
in European balances of payments and useful tables dealing with 
the United States balance. If the discussion of that problem is 
not on the high level of the Economic Commission for Europe’s 
Survey, it certainly makes readily available further material for 
anyone who wishes to think about it. The whole volume forms 
a most valuable work of reference. 

I have deliberately left until last the United Nations World 
Economic Report, 1948. This ought to be the volume in which 
the various regional problems, so admirably discussed in the 
European and Asiatic Surveys, are brought into the context of 
the general world situation, and focused in their relation to the 
general world trends. The World Economic Report fails completely 
to live up to any such ideal. It is, apart from a very few sections, 
an arid, jejune, ill-conceived and ill-written work of scissors and 
paste. It neither comprehends the world’s problems nor adds to 
our understanding of them. Itis at its best no more than a boring 
summary of what is much better written in the regional surveys. 
It contains, it is true, a certain amount of useful additional 
statistical material. Most of it might with advantage have been 
relegated to a volume of straight statistics. It contains some 
very dull accounts of the activities of the specialised agencies. 
At its worst it fails, because it so conspicuously fails in compre- 
hension of the world’s problems, to provide the statistics which 
would illuminate them. 

I can illustrate this failure best by one or two examples. 
The success of Europe in reaching a high-level balance of pay- 
ments will turn largely on success in achieving a large volume 
of manufactured exports. For individual European countries, 
and for O.E.E.C. as a whole, we know approximately the present 
volume of manufactured exports and how it compares with that 
of pre-war years. But we do not know the present total of world 
trade in manufactures nor how it compares with the pre-war 
trade, and we can only guess what has happened to the shares of 
the world trade held by the countries that are large exporters. 
We do not know enough to be able to judge how far the present 
increase of British or other exports of manufactures may be due 
to a larger world trade, to the temporary absence from the markets 
of Germany and Japan, or, on the other hand, what exactly has 
recently been happening to the United States share in the total. 
These are all figures for which before the war one relied on the 
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League of Nations statistics. That they are not included in this 
volume is very shocking. 

The second example I would take is the treatment of the United 
States balance of payments. There is no single phenomenon in 
the world to-day that is of an importance at all comparable to 
that. How many dollars are going to be made available to the 
world? What were the prospects of larger earnings if prices 
could be reduced as they now have been by devaluation? What 
are the prospects of lending? What about the tariff? These are 
questions that leap to the mind of anyone who begins to think 
about these problems. The World Economic Report, covering not 
only Europe but also America, written at Lake Success, is surely 
the volume to which we ought to turn for an authoritative and 
responsible view on these urgent questions. What are we given ? 
On the foreign trade and balance of payments of the United 
States there are some three pages of ineffectual discussion which 
has nothing more profound to say about manufactured imports 
than that in 1948 they were lower than pre-war but a little larger 
than in 1947. The only attempt to get to grips with big problems 
is in a concluding general section of the chapter on international 
trade and finance which is mainly concerned to stress the diffi- 
culties caused by lack of convertibility. To my mind this section 
throws little light on the real problems. It deals principally with 
the surface phenomena of excessive dependence on bilateral 
bargaining, on exchange control and on capital movements and 
gifts on a scale far beyond normal commercial lending. It does 
not probe down into the real underlying discrepancies between 
the existing economic structures and those that are appropriate 
to a post-war world. Nor does it ask how these discrepancies are 
to be removed. 

I have taken space to pillory this piece of ineptitude because 
I do not regard it as venial. The economic pattern of the next 
generation is being worked out with almost break-neck speed. 
There is very grave danger of opportunities being missed and 
errors being made, which may not only impoverish Europe but 
also lead the world into a prolonged period of difficulty and 
disaster. If we are to overcome the difficulties and seize the 
opportunities, the first necessity is that the nature of the world’s 
problems shall be fully understood. And to that end the first 
task is to secure that they shall be properly formulated. Once 
the problems are properly stated and properly faced we shall be 
some way to their solution. The Economic Commission for 
Europe has magnificently risen to the occasion. The central 
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organisation at Lake Success has completely and disastrously 
failed. 

It is not easy for anyone remote from Lake Success to put his 
finger on the causes of this failure. It may be that any writer at 
Lake Success is too dominated by the daily life of an economy in 
which international trade is relatively unimportant. I myself 
would say that the volume appears to lack an architect. Before 
the war a series of distinguished economists gave a unity and 
direction to the corresponding surveys of the League of Nations. 
Mr. Kaldor and Mr. Lary have given a similar unity to the 
European Survey. I would suggest that the wholesale re- 
organisation which is clearly necessary should include bringing 
in some one in a similar capacity at Lake Success. Meanwhile 
one can only ask whether such volumes as this justify the im- 
mobilisation by the United Nations of so much talent. 

There is one final matter about which, on behalf of all readers 
of these Surveys, I feel that I must register a strong protest. All 
of these volumes, good or bad, will be used not only for a single 
reading but as continuing works of reference. I myself have been 
using them as such for the greater part of the last month. But 
not a single one of them possesses an index. So long as one is 
working with them continuously, with the help of the tables of 
contents or the index of statistical tables, one can usually run to 
earth what one wants if one has sufficient determination and 
leisure. But after even a few days absence from them it begins 
to be difficult to find the reference or the figure that is needed. 
Surely it would be not only an act of reasonable courtesy, but an 
immense saving of man-hours and temper to many scholars and 
officials, if the United Nations and the other bodies concerned 
could be induced to prepare proper indexes of their publications. 


Austin RoBpiInson 
Sidney Sussex College, 
Cambridge. 





CuRRENT Topics 


THE International Economic Association has now been 
formally established. At a meeting of the Interim Executive 
Committee, held in Paris during July, it was reported that 
the national associations or representative bodies of five countries, 
the United States, Great Britain, France, Canada and Norway, 
had already signified their willingness to adhere to the Association, 
and that others had the matter actively under consideration. 
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Plans are now being worked out for a first meeting of the Council, 
to be combined with a small round-table Conference, and to be 
held during the Autumn of 1950. 





Tue International Association for Research in Income and 
Wealth, under the Chairmanship of Professor Simon Kuznets, 
held its first meeting to discuss technical papers at King’s College, 
Cambridge University, August 27 to September 2. The member- 
ship of the Association is composed entirely of scholars working 
in these fields. About seventy-five persons from twenty-four 
countries assembled to discuss the programme centred around 
four general topics: (1) the theory of social accounting; (2) 
recent experience in the use of social accounting in six countries 
(Sweden, Norway, Netherlands, France, Great Britain and the 
United States); (3) the role of government in and the effect of 
socialisation on the measurement of national income; and (4) the 
problems of measuring and comparing real income. The Inter- 
national Association plans to publish a volume arising out of the 
papers discussed at these meetings. 

Mr. J. R. N. Stone was elected Chairman to succeed Professor 
Kuznets, and the following members of council were elected : 
Professor Morris Copeland, Mr. Milton Gilbert, Professor E. F. 
Lundberg, Professor F. Perroux, Professor V. K. R. V. Rao, with 
Professor Kuznets ex officio and Dr. J. B. D. Derksen, Professor 
B. Barberi and Mr. Colin Clark as co-opted members. The new 
Secretary is Miss Phyllis Deane, succeeding Dr. D. Creamer. 

Henceforth the secretariat of the International Association 
will be housed in the National Institute of Economic and Social 
Research, 2 Dean Trench Street, Smith Square, London, 8.W.1. 





ProFessor Bryan TEw, now Professor in the University of 
Adelaide, has been appointed to the Chair of Economics in the 
University of Nottingham. 





Houblon-Norman Fund.—The Trustees, on the recommendation 
of the Advisory Committee, have made the following awards for 
1949/50 :— 

Fellowship. 


J. A. 8S. L. Lercuton-Boyce, Research Country Banking in the Eighteenth 
Student, University of Oxford. and Early Nineteenth Centuries. 
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Research Grants. 





W.C. E. Hartiey, Bank Official. 


J. M. Houipen (Fellow 1948/49), Assist- 
ant Lecturer, London School of Eco- 
mics, from October 1949. 

F. R. J. Jervis, Assistant Lecturer, 
Technical College, Derby. 

F. A. Jupp, Bank Official. 


R. O. Roserts (renewed for a second 
year), Lecturer, University College of 
Swansea. 

P. E. Smart (renewed for a second year), 
Bank Official. 

J. A. P. Treasure, Assistant Lecturer, 
University College of South Wales and 
Monmouthshire, Cardiff. 

J. S. G. Witson, Lecturer, 
School of Economics. 


London 


History of Banks, Bankers and Bank- 
ing in Yorkshire. 

Historical Study of Negotiable Instru- 
ments. 


Economic Development of the Large. 
Scale Retail Unit. 

Migration of Industry from the United 
Kingdom to British Territories Over- 
seas since 1945. 

Economic History of Non-Ferrous 
Metal Smelting in Wales. 


Banking Case Law. 


Economic and Financial Problems of 
the British Film Industry. 


Development of Indian Banking since 
1939. 


An offer of awards for 1950/51 will be made early in 1950. 
Further information may be obtained from the Secretary, Houblon- 
Norman Fund, c/o The Bank of England, London, E.C.2. 





TueE following have compounded for life membership of the 


Royal Economic Society :— 


Banerjea, Prof. N. Dorai, 8. 
Brown, W. A. 


Cameron, E. C. 


Marathe, S. S. 
Rosa, R. V. 


Rousseaux, Prof. 
P. FP. 


Townsend, R. G. 


Library Composition : Keble College. 


The following have been admitted to membership of the 


Society :— 

Abramovitz, Prof. M. Blaker, G. F. Cantral, C. 
Adedeji, H. 8. A. Bond, J. W. Carruthers, J. P. 
Adil, A. Bonerjee, K. Charles, D. H. 
Allais, M. Botsio, M. Clarke, C. G. 
Arlow, T. Bowles, P. A. J. Clerk, I. C. 
Athol, R. C. Brault, F. Coleman, P. 
Bailey, R.S. Brown, A. S. Cordero, F. A. Jr. 
Bakken, H. H. Brown, E. Corea, G. 
Ballester, J. H. Brown, K. Cozens, P. C. 8S. 
Barnes, J. D. Buchanan, Prof. Deb, H. C. 

Bedi, M. K. L. J. M. Donovan, J. B. 
Bhiwandker, R. B. _—_ Bullock, H. P. Douglas, H. 
Bidikar, V. A. Bumfrey, E. C. Dowdy, E. H. R. 
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Dravid, G. G. 
Fichelgruen, G. 
Errington, A. E. 
Essai, B. P. 
Fadul, M. 
Fels, Prof. R. 
Fletcher, J. C. 
Freeman, G. B. 
Galbraith, J. A. 
Gannage, E. A. 
Gardner, J. 
Garuge, D. T. L. 
Godson, I. T. 
Golend, M. 
Goodall, A. 
Gray, H. H. 
Green, Dr. P. M. 
Grosschmid-Zsogod, 
Prof. G. B. 
Gurzynski, Z. 8. 
Hampton, J. D. 
Hansen, K. 
Hanson, B. G. 
Harper, C. G. 
Hasan, O. 
Haworth, A. A. 
Hines, H. H. 
Hodges, A. W. 
Hollis, L. J. 
Hood, Miss J. M. 
Howard, A. E. 
Hutton, Sir Maurice 
Hyman, R. 
Jenks, A. H. 
Johnson, E. C. C. 
Keddie, A. E. 
Kirwan, J. R. 
Knight, R. 
Knott, G. J. 
Knox, A. D. 
Laast, W. L. 
Lachmann, 
L. M. 


Prof. 


CURRENT TOPICS 


Laffer, K. 
Lamba, K. K. 
Lambert, C. M. 
Le Ball, N.S. 
Lee, H. F. 
Lee, M. W. 
Lewis, J. M. 
Loizides, A. I. 
Louis, A. 
Loveman, C. E. 
McCristol, I. 
MacGarry, J. P. 
McMahon, W. 
Maisner, D. 
Maitland, D. W. 
Mann, A. G. 
Maung, U. 
Meredith, K. J. 
Miller, R. M. G. 
Minkes, L. 
Moon, A. R. 
Moor, M. 
Morley, E. 
Mukherjee, Prof. S. 
Mukerji, S. B. 
Nevin, E. T. 
Nwokedi, J. A. 
O’Leary, M. P. 
Ososanya, Z. O. 
Pace, L. M. 
Palmer, E. R. 
Papafilis, N. 
Parsons, 8S. H. J. 
Partridge, F. H. 
Peet, I. F. 
Pinks, N. V. 
Polo, M. 
Porter, Prof. A. R. 
Raine-Allen, F., 
M.B.E. 
Rathnam, Mrs. G. 
Raunhardt, Hans. 
Reeves, E. W. 
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Reynolds, 8. G. 
Riaz, M. A. 
Robinson, G. R. 
Rowbotham, H. 
Roy, A. D. 
Ruda, E. E. 
Semple, G. A. §. 
Sewgobind, R. 
Sharp, C. A. 
Sherston, Miss K. E. 
Silver, A. N. 
Simpson, B. A. 
Spencer, C. 
Spencer, E. W. 
Stake, W. 
Staveley, R. W. 
Stykolt, S. 
Sutherland, R. A. 
Tanna, S. R. 
Tew, A. D. 
Thompson, L. M. 
Thomson, E. J. 
Tibbles, J. 
Torrey, E. P. 
Tsuru, Prof. 8. 
Tu, U. Than. 
Turnbull, C. H. 
Van der Zuch, H. A. 
Vedera, P. L. 
Vitkovitch, B. 
Watkins, C. 
Wearne, E. C. 
Whalen, R. J. 
White, A. H. 
Whyte, J. G. 
Wilkins, Dr. C. J. 
Williams, B. R. 
Winnick, L. 
Woodbury, L. W. 
Yilancioglu, C. 
Yu, K. H. 
Zaman, S. W. 
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The following have been admitted to Library membership of 
the Society :— 


Associated Newspapers of Ceylon, Colombo. 

Banco National de Cuba, Havana. 

Branch of the College of Agriculture, California. 

British Iron & Steel Research Association. 

Bureau of Economics & Statistics, Bombay. 

Economic Research Council. 

Food Research Institute, Stanford University. 

Giulio Einaudi Editore, Torino. 

Harvard Law School. 

Indian Institute of Science, Bangalore. 

International General Electric Co., New York. 

National War College, Washington. 

Royal Military College, Kingston, Ontario. 

St. Louis University School of Commerce & Finance. 

Selly Oak Colleges. 

Societe Fouad ler d'Economie Politique de Statistique, Cairo, 
Stanford University, Department of Economics. 

State College of Washington. 

Store Merchandising Magazine. 

University of South Dakota, 














RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


Vor. CXI, Parr IV, 1948. Consumer Expenditure in India, 1931-2 to 
1940-1: R.C. Desat. Industrial Productivity in England and Scot- 
land: H. W. Stncer and C. E. V. Leser. Wholesale Prices in 1947 : 
EpITOR OF THE Statist. Annual Report of the Council. Proceedings 
of the One Hundred and Fourteenth Annual General Meeting. 


Economica. 


Aveust 1949. The Economic Theory of Index Numbers: R. G. D. ALLEN. 
Rehabilitation of Time Dimension of Investment in Macrodynamic 
Analysis : 8. C. Tstana. Period Analysis and Inflation: R. TuRvEY. 
The National Insurance Funds: A. T. Peacock. Evolution of the Ex- 
change Control: A. H. Smiru. Independent Applications of National 
Accounts: J. SANDEE. The Economy of Europe: D. J. MoRGAN. 


The Economic History Review. 


SECOND SERIES, VOL. 1, Nos. 2 and 3, 1949. Scientific Bookkeeping and the 
Rise of Capitalism: B. 8. Yamey. Concentration and Specialization in 
the Lancashire Cotton Industry, 1825-1850: A. J. Taytor. General 
Labour Unions in Britain, 1889-1914; E. J. HopsBawm. 


The Political Quarterly. 


JuLy-SEPTEMBER 1949. The Dream and the Business: G. D. H. Coxe. 
Music in Moscow: L. Wootr. University Development: K. Linpsay. 
Soviet Leadership Problems: J. N. Hazarp. The Latin American 
Aprista Parties: R. J. ALEXANDER. The Present and Future of Pales- 
tine: N. BENtwicu. Local Government in Western Germany: J. W.F. 
Hitt. The Indian Constitution: R. V. Sampson. Citizen or Ex- 
Service Man: F. GEORGE. 


Transactions of the Manchester Statistical Society. 


Session 1948-49. The Utility Cloth and Clothing Scheme: H. E. Waps- 
wortH. The Cost of a Family: A. HENDERSON. Colonial Develop- 
ment: W. A. Lewis. Accountants and the Inflation: W. T. Baxter. 
The Development and Organisation of Irish Industry : R. C. Geary. 


The Eugenics Review. 


Juty 1949. The Population Problems of India and Pakistan : 8S. CHANDRA- 
SEKHAR. Race Mixture: a social or a biological problem ? : A. Dickin- 
SON. 


Bulletins on Soviet Economic Development (Published by the Department of 
Economics and Institutions of the U.S.S.R., Faculty of Commerce and 
Social Science, University of Birmingham). 

BuLuetin, May 1949. The Main Trends of Industrial Development in the 
U.S.S.R. between 1913 and 1940. The Effect of World War II on In- 
dustry. The Aims of the Five-Year Plan for 1946-1950. Actual Post- 
War Industrial Developments. 


Bulletin of the Oxford University Institute of Statistics. 
May 1949. The Movement of Labour in 1948 (Part I): C. A. R. Cross- 
LAND. The Cost of Living, 1938-1948 : D. SEERs. 
June 1949. A “ Human Needs Diet”: T. Scuutz. Changes in Real 
National Income : D. Seers and P. F. D. Watts. 
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JuLty and Aucust 1949. A National Income Matrix: D. Srers and 
P.F.D. Watuis. The Movement of Labour in 1948 (Part II): C. A.R, 
Cross~anD. Those “ Frightfully High” Profits: T. Barna. Should 
Sterling be Devalued ? ; T. BALoGuH. 


London and Cambridge Economic Service. 


Aveust 1949. The New Dollar Crisis: G.S. Dorrance. The U.S.A. in 
Recession: M. W. Reper. Industrial Production: the official and 
L.C.E.S. index-numbers compared: W. B. Reppaway and A. Apams, 
Finance: F. W. PaisH. Wage Rates: A. L. Bowtrey. Building and 
Civil Engineering: Ian Bowen. World Commodity Survey: C. F. 
CARTER. 

Accounting Research. 

Vou. I, No. 2. Juny 1949. The Effects of the Local Government Act, 1948 
and Other Recent Legislation on the Finances of Local Authorities: Rr- 
SEARCH WorRKING Party. Plant, Depreciation, and 1949 Price Levels : 
T. H. Sanpers. Depreciation Allocations in Relation to Financial 
Capital, Real Capital and Productive Capacity: H. Norris. Standard- 
ised Accountancy Considered Internationally : 8S. J. LENGYEL. Measur. 
ing Industry’s Output: G. L. 8S. SHackie. The Classification of Post- 
War Refunds of Excess Profits Tax: R. W. Moon. Worsted Spinning 
Costs: F. S—we.t Bray, C. Smit and D. R. Beprorp Smit. Some 
Aspects of University Finance and Accounts: R. Lewin. 


The Banker. 


Juty 1949. America—Recession or Slump? Germany’s Capital Needs. 
Ireland : an economic survey. 

Avucust 1949. Crisis—unofficial. Policy of World Bank: H. Brarrer. 
Belgian Monetary Policy: G.Gorpon. The Threat to Insurance. 

SEPTEMBER 1949. Britain’s Aid to Sterling Area: E.H. Stern. Twilight 
of Cheap Money? Fund and Bank at Washington: H. Bratrer. 
Northern Ireland : a financial and economic survey. 


The Bankers’ Magazine. 


Juty 1949. Banking Education in the Commonwealth, Eire and U.S.A.: 
J. C. STICKLER. 

Avaust 1949. Endemic Crisis. European Trade and Payments. Further 
Reflections on Devaluation: C.L. Lawton. Relief from Double Taxation 
of Investment Income ;: G. WILLHANS. 

SEPTEMBER 1949. German Incertitudes: M. J. Bonn. Staffing and 
Mechanisation for Efficiency: R. Hinpite. Liquidity Control of Banks 
within Dependent Monetary Systems ; E. Fuerst. 


Barclays Bank Review. 


Avucustr 1949. The Threat to Exports. The West African Cocoa Industry. 

Industrial Production. 
District Bank Review. 

SEPTEMBER 1949. Crisis Policy. Juggling with the Pound. Britain the 

Shopkeeper. 
National Provincial Bank. 

Avucust 1949. Nationalisation of Insurance: Sm James Grice. The 

State of Trade and Industry : H. G. HoppEr. 


Westminster Bank Review. 


Avuaust 1949. The Instability of the American Economy: R. S. SAYERS. 
A Middle Course. Economics of Land Planning : Str ARNOLD PLANT. 
New Materials for Industry. The Poultry Industry. 


Planning. 


Vout. XVI, No. 300. The 300th Broadsheet. A record of the early history 
of P.E.P. and an appreciation of its work. 
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Vout. XVI, No. 301. Population and the Press. The Royal Commission 
Reports. 
Vout. XVI, No. 302. Machines for the Mines. 


Town and Country Planning. 


Vou. XVII, No. 66. ‘‘ Good Agricultural Land”: C. 8. Orwiry. Town 
Cramming ; the art of maximising density: F. J. OsBporn. The United 
Nations in Housing and Planning : EvizABETH HENDERSON. 


The Economic Record. 


JUNE 1949. The Consumer in a Planned Economy: F. R. E. Mautpon. 
The Composition of Personal Income : H. P. BRown. Australian Rural 
Population Changes: J. GentILu1. Robot Economics: K. SINGER. 
New Zealand Official Estimates of National Income : W. ROSENBERG. 


The South African Journal of Economics. 


JUNE 1949. Wool in the South African Economy: F.J.C.CronsE. Some 
Thoughts on the Union’s Economic Outlook: C.S. Ricuarps. Report of 
the Coal Commission, 1946-47: B. H. Davies. Some New Emphasis 
in Population Analysis: Rauona Ross. Returns to Capital Invested 
in the Gold Mining Industry in South Africa : 8. R. Hettie. Comments : 
J. E. Kerricu. 

The Indian Journal of Economics. 


JANUARY 1949. Can the Government of India Finance a Plan at Present ? : 
B. Misra. Equilibrium Eachange Rates and the I.M.F.: 8. 8. Rao. 
International Economic Relations : J. Mutyaua and M. K. Sen. Peost- 
war Labour Disputes in Hyderabad and their Settlement: M. A. QapiR. 
Industrial Relations in India: 8S. Buatracnarya, H. K. CuHatur- 
vEDI and K. L. V. Ayyar, and with special reference to Hyderabad : 
H. Aut. Nationalisation of Industries—the role of local bodies: S. 
VENKATESAN. Inaugural address: J. N. CHaupuuri. Presidential 
address ;: J. C. SINHA. 


Sankhyaé. The Indian Journal of Statistics. 


Vout. 9, Parts 2 and 3. Marcu 1949. Anthropometric Survey of the 
United Provinces, 1941; a Statistical Study: P. C. MAHALANOBIS, 
D. N. Masyumpar and C. R. Rao. 


The Indian Journal of Commerce. 


SEPTEMBER 1948. Conference number. Our Policy of Nationalisation : 
K. K. Das. WNationalisation in India: K. C. Latwant. WNationalisa- 
tion of Road Transport: V. V. RaMANADAHM. Nationalisation of 
Central Banking in India: K. K. SHarma. WNationalisation in the Free 
Society of India: B. Ganauty. Inflation and Borrowing in India : 
K. N. Buarracuaryya. WNationalisation vs. Public Corporations : 
R. Rampas. Some Aspects of Our Sterling Balances: K. K. SHARMA. 
The Problem of Inflation: O. Praxasn. Indian Monetary Problems : 
H. Narain. Indian Insurance and Cheap Money: S. SEN Gupta. 
In -stment of Life Office Funds with Special Reference to India: B. 
Duar. Nationalisation of India Insurance: A. PANDEY. A Lawyer’s 
View of Insurance: K. L. Basu. Nationalisation in India: 8. N. 
Dorr. 

Marcu 1949. Trends in India’s Commercial Development, I: K. C. 
Latwanli. Our Dwindling Sterling Assets: B. Duar. Theory of Size: 
M. M. Menta. Standard Costs: K. S. H. Rao. WNationalisation : 
B. N. Das Gupra. Competition and Railway Tariffs : R. Rampas. 


Tata Quarterly. 


Aprit 1949. Foreign Capital. 
Juty 1949. Fiscal Provisions. 
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International Labour Review. 


May 1949. Psychological and Human Aspects of Vocational Training : 
F. Britton. <A Decade of Labour Legislation in India, 1937-1948 : II. 
Household Re-equipment Grants for Workers in Belgium ; a social experi- 
ment: G. Emery. Agricultural and Industrial Activity and Manpower 
in Iran. 

JUNE 1949. The Contribution of the I.L.0. to Peace: E. PHELAN. Works 
Councils : J. DE Givry. Post-War Trends in Social Security : Income 
Security, I. National Action to Promote Full Employment. 

Juty 1949. A Survey of Economic and Social Conditions in Japan. 
Post-war Trends in Social Security: Income Security, II. Holidays 
with Pay. The Distribution of Industry in Great Britain, and its Relation 
to Manpower Problems. 

Avucust 1949. Post-War Trends in Social Security: Medical Care, I. 
Vocational Guidance in the Argentine Republic: J. Kapitan. The 
International Movement of Trainees. 


United Nations Economic Bulletin for Europe. 


Vou. 1, No.1, 1949. Review of the Economic Situationin Europe. January- 
March 1949. Population Changes in Europe 1938-1947. Note on 
European Trade Agreements for 1949. European Economic Slatistics. 


World. The International Magazine (United Nations). 
Amongst other articles are included :— 


Aprit 1949. Inflation by Taxation: F. W. Matin. Whose Ruhr and 
Why ?: Atison OvutTHwalTe. Electricity International: H. Harris. 

May 1949. The Lost Land of Jesus: D. Peretz. Farm Machinery 
International: H. Harris. Spelling Out Point 4: W.THoRP. What 
U.S. Capital wants Abroad : M. A. HEILPERIN. 

JUNE 1949. Should the U.S. Senate Ratify the U.N.’s War on Genocide : 
J. N. RosENBERG and F. E. Hotman. What's Right with the I.T.0.: 
W.L. Barr. What’s Wrong with the I.T'.0.: C. E. Carper. Unity; 
the missing keystone in U.S. foreign economic policy : H. Harris. 

Juty 1949. Inside Story of Paris Conference. Europe still Wonders 
About the U.S.: L. Dottvet. Labor’s New World Union: P. Murray. 
Batile Order of World Espionage. Strategy for a Depression-proof 
America: L. H. Keyseruine. When E.C.A. Ends, Trouble Begins: 
F. STERNBERG. What the Soviet Budget Conceals—and Reveals: E. 
Raymond. Office Equipment International : H. Harris. 


The Quarterly Journal of Economics. 


May 1949. Vilfredo Pareto (1848-1923): J. A. Scnumpreter. The 
Accelerator as a Generator of Steady Growth : S.S. ALEXANDER. Central 
Banking in the Light of Recent British and American Experience: R. 8. 
Sayers. The British Payments and Exchange Control System: H. A. 
SHannon. The A & P Case: a study in applied economic theory : 
M. A. ApELMAN. The Multiplier in a Tri-Fiscal Economy: H. M. 
SoMERS. 


The Annals of the American Academy of Political and Social Science. 
Juty 1949. World Government. 


The Journal of Political Economy. 


Avucust 1949. Monetary Reform in Western Germany : F. H. Kiopsrock. 
Public Works and Economic Stability: J. Marcouis. Psychological 
Aspects of Economic Thought : W. A. WeissKpor. Plans for a National 
Bank in Spain, 1701-83: E. J. Hamitron. Federal Estate Taxes and 
Philanthropic Bequests : C. L. Harriss. Tariffs, International Demand, 
and Domestic Prices ; L. A. METZLER. 
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The American Economic Review. 


June 1949. The Havana Charter: Str Husert HENDERSON. IJnter- 
national Disequilibrium: RR. F. Mikrsern. Prices, Money and the 
Distribution of Goods in Postwar Germany: H. MENDERSHAUSEN. 
Analysis of Dissaving: G. Karona. The Antitrust Laws: D. M. 
KEEZER. 

Social Research. 


JuNE 1949. From Calhoun to the Dixiecrats: R. HorstapTerR. A Free- 
Trade Area: RR. ScuHvxuwteErR. Deliberate Industrialization: H. G. 
AuBREY. Time and the Human Spirit: G. Boas. The Labor Move- 
ments in Australia and New Zealand: D. L. Guickman. The Race 
Question in American Immigration Statistics : H. Zeisel. The Resolution 
of Conflict : K. SINGER. 

Foreign Affairs. 

Juty 1949. The Ideological Combat : G. T. Rospinson. India asa World 
Power: AN Inp1AN Orrictat. The Lesson of the World Bank: J. J. 
McCtoy. Indonesia and the Problem of Southeast Asia : H. J. vaN MooK. 
Soldiers need Wings: the development of Ground-Air Forces: ADMIRAL 
C. M. Cooxe. The Rebirth of Social Democracy: J. BRAUNTHAL. 
The British Commonwealth and Western Union: LorD ALTRINCHAM. 
The Test of Yalta; McG. Bunpy. Measures to Prevent a Slump: 
Roy Harrop. Military Organization under the Atlantic Pact: G. F. 
Exrot. Mukden to Pearl Harbor ; the foreign policies of Japan: J. W. 
BALLANTINE. The Sudan Emerges into Nationhood : MARGERY PERHAM. 


The Southern Economic Journal. 


Juty 1949. The Present Status of Labor Unions in the South—1948 : 
F. T. pe Vyver. Functions of National Unions as Contrasted with their 
Locals: P. A. Brinker. A Theory of the Automatic Reabsorption of 
Technologically Displaced Labor: N. Brtrer. Economic Aspects of 
Southern Grain Rates : M. Rosperrs. Regional Implications of Marginal 
Cost Rate Making: J. M. BucHanan. Factors to be Considered in 
Appraising Formula Plans : C. 8. Corrie. 


Journal of Farm Economics. 


Vou. XXXI, No. 2, May 1949. Mr. Hoover’s Department of Agriculture : 
L. Sor. Measurement of Agricultural Production: C. F. SARLE and 
T. C. M. Rosirnson. Estimates of Agricultural Employment and Wage 
Rates: T. C. M. Rosprnson and P. P. WALLRABENSTEIN. The Social 
Sciences in Experiment Station Research: M. R. BENEpDIcT. Farmers’ 
Price Anticipations and the Role of Uncertainty in Farm Planning : 
O. H. BROWNLEE and W. GAInER. Japan ; the Race between Food and 
Population: B. Jounston. Basic Economic and Welfare Aspects of 
Farm Technological Advance: E. O. Heapy. LE.C.A. in Action on the 
Food and Agricultural Front. 


American Affairs. 


Vou. XI, No. 3, Jury 1949. Monster Government ; Notes on the Report 
of the Hoover Commission: G. Garrett. This Employee Sociely: V. 
JoRDAN. Return to the Middle Ages: M. J. Bonn. How it Happened 
to the Farmer. Can Government Kill Depression ?: H. G. Movutron. 
Why the Air Industry is Sick : E. V. RicKENBACKER. What is Happen- 
ing to our Bill of Rights ?: E. JERoME. 


Industrial and Labor Relations Review. 


Juty 1949. Industrial Peace and Conflict : a study of two Pacific Coast 
Industries: P. Etret. Experimental Criteria for Evaluating Workers 
and Operations : S. B. Lirraver and A. Asruzz1. Economic Function 
of Strikes: E. H. JurKat and Dorotuy B. Jurxat. The Closed Shop 
is not a Closed Issue : G. F. JANSEN. 
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Harvard School of Business Administration. 


ButietTin No. 130. Operating Results of Department and Specialty Stores 
in 1948; M. P. McNarr. 

Butuetin No. 131. Operating Results of Limited Price Variety Stores in 
1948 ; EstHER M. Love. 


Harvard Business Review. 

Juty 1949. The Roots of Business Responsibility: B. W. Dempsry. 
Where is Organized Labor Going?: D. R. Ricuperc. Understanding 
Union Altitudes: C. S. GoupEen. Leadership, Past and Present: 
N. 8S. B. Gras. Reducing the Bank Deposit Insurance Premium: A. 
IHLEFELD. Facing the Business Future: J.L. SNIDER. Atomic Power 
in Selected Industries: S. H. Scourr. Employee Productivity in De- 
partment Stores: ELizABETH A. BURNHAM. Arbitrating a Wildcat 
Strike : W. A. Lewis. Two Concepts of Accounting : T. H. SANDERs. 


Studies in Business and Economics. 
Marco 1949. Baltimore: some economic indicators. Comparisons with 
Other Cities. Relation to State of Maryland. 
JUNE 1949. Seasonal Fluctuations in Maryland Business. 


Current Business Studies. 


JUNE 1949. The President’s Economic Program (Addresses delivered at a 
meeting of the Trade and Industry Law Institute, New York): L. H. 
KEYSERLING, J. M. CLARK and J. VINER. 


Chronica Botanica. 

Vou. 11, No. 4. Freedom from Want. A survey of the possibilities of 
meeting the world’s food needs, edited by E. E. DeTurK. Population 
and Food Supply: H.R. Tottey. World Soil and Fertilizer Resources 
in Relation to Food Needs: R. M. Satter. Crop Production Potentials 
in Relation to Freedom from Want: K. S. QuiIsEMBERRY. Animal 
Production in an Efficient Food Economy: F. B. Morrison. The 
Economics of Freedom from Want: J.D. Brack. Obligations of Science 
toward Freedom from Want : M. A. McCatu. 


Population. 

APRIL-JUNE 1949. Le Contréle des recensements : L. HENRY. Minimum 
vital et niveau d’existence des familles suivant le nombre d’enfants: G. 
Mauienac. La famille devant le probléme du logement: R. Coun. 
Le probléme sucre-alcool et la population frangaise : L. TaBAH. Progrés 
technique et répartition professionnelle de la population (2e partie). 


Statistiques et Etudes Financiéres. 


JuNE 1949. Evolution de la masse monétaire au cours du premier trimestre 
1949. Evolution du crédit au cours du premier trimestre 1949. Alle- 
magne occidentale : la Consitution de Bonn et ses aspects financiers. 
Suéde : le revenu national de 1923 a 1948. 

Juty 1949. Evolution de la situation monétaire depuis 1946. L’évolution 
du volume des échanges d’aprés le recouvrement des taxes sur les trans- 
actions. Canada: le budget fédéral pour 1949-1950. Etats-Unis: le 
troisiéme rapport de l’ Administration de Coopération Economique. Suisse : 
le revenu national de 1938 a 1947. 

SUPPLEMENT Finances Compartes, No. 2, 1949. Le traité d’union 
douaniére entre la France et VItalie, du 26 mars 1949. Etats-Unis: 
le message budgétaire pour 1949-1950. Le rapport économique pour 1948. 
Grande-Bretagne : L’exposé du budget de 1948-1949. Le revenu national 
et les dépenses du Royaume-Uni de 1946 d@ 1948. U.R.S.S.: L’exposé 
du budget pour 1949. 

Avucust 1949. Les Contributions directes et les taxes assimilées en 1948. 
Allemagne occidentale: le revenu national de la bi-zone. Etats-Unis : 
le rapport économique semestriel. Grande-Bretagne : le rapport sur les 
monopoles de fait de 1948. 
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Journal de la Société de Statistique de Paris. 


Juty-Avucust 1949. Le recensement général des agents des services publics 
effectué en 1947: M. BRICHLER. Quelques errements dans utilisation 
économique des statistiques agricoles: H. Brousse. Remarques sur 
Vévolution économique et financiére de la France depuis la libération: A. 
VeneE. Fluctuations longues et oscillations cycliques: Rouquret La 
GARRIGUE. 


Documentation Economique. 
Vou. VIII, No. 28, 1949. 


Annales D’ Economie Politique. 


APRIL-JUNE 1949. Trois crises: P. ReEyNaup. Karl Marz: sa méthode 
historique et ses analyses économiques: A. VENE. Le pétrole dans 
Véconomie francaise : A. RISLER. 


Economie Appliquée. 


ApRIL-SEPTEMBER 1948. John Maynard Keynes: R. F. Harrop. 
La théorie générale de Vemploi: Joan Rosinson. Le plein emploi : 
F. A. Haver. La place de la théorie générale de Vvemploi, de Vintérét et de 
la monnaie dans V histoire de la pensée économique : F. A. Lutz. Esquisse 
d’une théorie de Véconomie dominante : F. PeErroux. La préférence pour 
la liquidité : C. Gruson. La théorie générale de l'emploi, de Vintérét et de 
la monnaie: P. CHaMLEY. Notes sur la fonction de consommation: G. 
ROTTIER. 

OcroBER-DECEMBER 1948. L’économie de bien-étre et la Théorie des 
surplus du consommateur: J. R. Hicks. Quelques applications de la 
Théorie des surplus du consommateur: J. R. Hicks. L’évaluation du 
Revenue national et la politique économique quantitative: F. PErroux. 
Les Comptes de la Nation et le Capital national: F. Perroux. Les 
Budgets nationaux: J. MarczEwski. Comptabilités d’entreprises et 
Revenu national: P. Unt. Un précurseur sans disciples: Lavoisier : 
F. SELLIER. 

JANUARY—MarcH 1949. La comparabilité dans le temps et dans l’espace, 
des évaluations du revenu national: C. Grint. Comptabilité sociale, 
agrégation et invariance: R. Stone. Remarques sur la comptabilité 
publique dans ses rapports avec les tentatives d’établissement d’un “‘ budget 
national’?: F. Neumark. Les nationalisations et la comptabilité 
nationale: F. Prrroux. La comptabilité économique nationale et ses 
liaisons avec les comptabilités privée et publique: J. MARCZEWSKI. 
Essai d’analyse graphique dune comptabilité nationale : J. MARCZEWSKI 
and G.T. Guitsaup. Le budget national norvégien : J. Dessau. 


Bulletin de L’ Institut de Recherches Economiques et Sociales. 


Juty 1949. La conjoncture économique de la Belgique: L. H. Dupriez. 
Statistiques économiques courantes. 


De Economist. 


May 1949. Enkele beschouwingen over het rantsoeneringsysteem: H. 
RIJKEN VAN Otst. The approach of the end of rationing gives an 
opportunity of looking back at some of the lessons to be gained from ten 
years of the system. The discussion rests on a distinction between 
those systems which are marked by “‘ obedience ”’ (where the regulations 
are observed), and those marked by “‘ disobedience ” (where there is a 
black market, etc.). Questions are discussed from the “ goods side ” 
and from the “ money side”: a distinction is also drawn between the 
consequences which follow where the ration can be estimated in terms of 
money (7.e., where it is possible to convert the coupon into money), 
and where this is not possible. The repercussion of a rationing system 
on the “ functions of money ” is considered. It is possible to speak of a 
No. 236—voL. Lrx. xX 
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limitation of the functions of money only in cases where coupons cannot 
be estimated in terms of money; as more goods become “ free,”’ this 
limitation diminishes in significance. The article concludes with a 
criticism of certain views expressed by Koopmans regarding the place 
of money in a controlled economy, and in particular deals with the 
problem of determining the value of money under a system of rationing, 
De leer van de kostprijs: J. L. Mey. A very detailed review and 
criticism of a book bearing the same title (The Theory of Cost-price), 
written by H. J. v. d. Schroeff, and published in 1947. 

> in de 
economie: F. J. DE Jonc. A historical discussion of the meaning 
of “rational behaviour.”’ In the first (Physiocratic) period, rational 
behaviour was viewed as the pursuit of one’s own interest; on the 
grounds of a deistic theology, it was held that the pursuit of self-interest 
also provided the key for the economic interdependence of society. 
In the second period (Adam Smith) the view was essentially the same, 
but the theological infiltration was removed, and social interdependence 
was explained with the help of the “‘ invisible hand ”’ and the view of 
Mandeville that egotism provides the driving force of society. In the 
third period (Bentham), rational behaviour becomes more specific, 
and is identified with the pursuit of pleasure and the avoidance of pain; 
linked with this was the idea of the ‘“‘ economic man.” In the fourth 
period there is no place for a priori assumptions, and economics is 
separated from philosophical reflections. The phrase “ rational be- 
haviour ”’ loses its normative character. Use is made in the discussion 
of Hennipman’s distinction between economic motive and economic 
principle. Ends are no longer tested for their rationality. Economics 
is neutral as between ends (Robbins). After a survey of recent dis- 
cussions, the writer suggests that we should think less in terms of the 
“economic man’”’ than of what Quetelet called the ‘‘ modal man,” 
and of ‘‘ modal behaviour.” <Afzet en prijsvorming van electriciteit voor 
woningen: H. 8S. HovuTrHakKer. An investigation into the price- 
policy of some of the more important electricity undertakings in the 
Netherlands, with a view to elucidating the connection between the 
price and the use of current. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


JuNE 1949. LEntvélkerung und Landflucht: A. Kouter. Volkswirt- 


schaftliche Gesichtspunkte im Bodenrecht : H. WANNER. Die volkswirt- 
schaftliche Bedeutung der Einkommenssicherung der Landwirtschaft : 
C. LA ROCHE. 
uGusT—OcToBER 1949. TItereierte Konzentration: L. V. Furtan. Loi 
probabilitaire complétement formulée et familles d’intervalles de confiance : 
L. Fgraup. Bildungswert der Statistik : H. ScHorer. Die verheiratete 
berujatdtige Frau in der Schweiz: A. KotuER. Sterile und kinderarme Ehnen 
in der Schweiz: C. BRUSCHWEILER. Des pertes infligées a V’dge actif et a 
Vdge de la procréation par certaines causes de décés en Suisse : L. HERSCH. 
berpriifung der Sterbeziffern : O.H. JENNY. Internationale Vergleichbar- 
keit der Todesursachenstatistik : W. Orr. Early Swiss Mortality Tables: 
W.. BickEL. Grundlagen der Schweizerischen Volkssterbetafeln 1931/41 
und 1939/41: W. WEeGMULLER. Novwvelles tables swisses de mortalité : 
KE. Marcuanp. The Calculation of Reserves by Means of Samples: 
E. Zwineer. Emploi dune méthode statistique pour étudier les dépenses 
dune famille: A. WEBER and A. LinDER. Zur frage des regionalen 
Vergleichs der Konzentration der Einkommen natiirlicher Personen: 
W. Kuti. Grenzen der Wirtschaftsstatistik : H. Gorpon. Méglich- 
keiten und Grenzen internationaler Zahlenvergleiche in der Industrie- und 
Gewerbestatistik : A. ScHwarz. Verbrauchsausgaben und _ Volksein- 
kommen: R. Zwincui. Die Verdnderung der Produktivitat der schweizer- 
ischen Landwirtschaft im Lichte der amtlichen Statistik: W. BAGGLI. 
Wohnungszdhlungen in der Schweiz : F. BACKMANN. 
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Aussenwirtschaft. 


June 1949. Agrarpolitik und Aussenwirtschaft: O. FiscHER. Evxistenz- 
probleme der Gsterreichischen Volkswirtschaft: T. Pitz. Internationale 
Patent- und Lizenzverstindigungen als Hemmnisse des Welthandels : 
F. HAUSSMANN. 


Zeitschrift fiir die Gesamte Staatswissenschaft. 


Vout. 105, No. 3. 1949. Heinrich Freiherr von Stackelberg und sein 
Beitrag fiir die Wirtschaftswissenschaft : H. M6LLER. Der symmetrische 
Aufbau der Kostentheorie: H. Hatter. Liquidildt und Giiterstrom : 
O. Veit. Kausalitét und Funktionalzusammenhang in der Soziologie 
Max Webers: P.J.Bouman. Die Wandlung der soziallwissenschaftlichen 
Aufgaben: EisapetH LizrmMann-Keiu. Linige Gedanken iiber die 
Zukunft der deutschen Rechtswissenschaft : G.STERNER. Ernst Zitelmann : 
H. DOLLE. 

Société de Banque Suisse. 


BuLLETIN No. 3, 1949. L’évolution du commerce extérieur de la Suisse. 


Wirtschaftsdienst. 


JUNE 1949. Deutschland im weltwirtschaftlichen Krdaftespiel : K. SCHILLER. 
Die amtliche Berichtersiattung iiber die Aussenwirtschaft : C. KAPFERER. 
Neue Elemente des maritimen Weltverkehrs : G. A. THEEL. Osterreichs 
Stellung im Europatransit : K. WESSELY. 


Europa Archiv. 


Vout. IV, No. 13. Politische Formen des europaischen Aktivismus. Die 
surrealistische Bewegung. Italiens Weg aus dem Kriege (1943-1945). 
Zentralismus und Féderalismus in der amerikanischen Finanzverfassung. 
Die Gewerkschaftsbewegung in Europa und den Vereinigten Staaten. 
Vorschldge zur Lésung der deutschen Frage auf der Pariser Aussenminister- 
konferenz. Resolution der Internationalen Sozialistischen Konferenz in 
Baarn (Niederlande) zur Frage der Einheit Europas. 

Vout. IV, No. 14. Die Politik und die Welt des Geistes. Die verfassung- 
siindernde Gesetzgebung des Obersten Sowjets der U.d.S.S.R.und die Entwick- 
lung der Ministerien 1947-1948. Die Konvention zur Verhiitung und 
Bekdimpfung des Gruppenmords. Die Wirtschaftskommission der Vereinten 
Nationen und die Wirtschaftseinheit Europas. Die amerikanische 
Wirtschaftspolitik und der Konjunkturriickgang, I. Teil. 

Vout. IV, No. 15. Ein kulturwirtschaftlicher Marshall-Plan ? Der Buch- 
handel in der Entscheidung. Italiens Weg aus dem Kriege (1943-19435). 
Die verfassungsdndernde Gesetzgebung des Obersten Sowjets der U.d.S.S.R. 
und die Entwicklung der Ministerien 1947-1949. Die Wirtschaftskom- 
mission der Vereinten Nationen und die Wirtschaftseinheit Europas. 
Die amerikanische Wirtschaftspolitik und der Konjunkturriickgang, Part 2. 

Vou. IV, No. 16. Der Gedanke der Planwirtschaft in der nationalékonom- 
ischen Diskussion der Gegenwart. Der ‘‘ Modus vivendi” in Europa. 
Die drei Zonen der sowjetischen Wehrwirtschaft. Schlussfolgerungen des 
neunzehnien Jahresberichtes der Bank fiir Internationalen Zahlungs- 
ausgleich. 


Giornale Degli Economisti e Annali di Economia. 


Marcuo—Aprit 1949. Nell’anniversario della nascita di Vilfredo Pareto, 
15 luglio 1848 — 19 agosto 1923. Terzo fascicolo celebrativo. Contributi 
di Pareto alla scienza della finanze: M. Fastant. Di taluni massimi 
@utilita collettiva: A. Borpin. Le condizioni del massimo collettivo di 
ofelimita secondo Pareto: V. DominepO. Pareto statistico: H. T 
Davis. Circolazione delle aristocrazie e ricambio sociale : G. DE MEO. 

May-JuNE 1949. Uniformita nel piano di un produttore: U. Part. 
Ulteriort considerazioni su un modello di ciclo economico : V. MARRAMA. 
Siulla misura del grado di monopolio économico di una collettivita nazionale : 

G. Demaria. 
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Economia Internazionale. 


Vor. II, No. 2. May 1949. L’imposta come strumento di politica eco. 
nomica e sociale: H. LAUFENBURGER. La distribuzione dell’imposta 
e la « legge di Pareto » in una recent indagine teorica: M. Fastant. La 
teoria matematica dell’impresa: H. A. D. PRreInReEIcH. La « legge 
dei costi comparati » e la dislocazione degli scambi internazionali: J, 
WEILLER. Banco di Roma. 


Review of the Economic Conditions in Italy. 


May 1949. Credit Policy and Unemployment in Italy: C. BReEsctant 
Turroni. Two Months of Economic Activity in Italy. 
JuLy 1949. Aspects of Italy’s Post-War Fiscal Policy : E. D’ALBERGO. 


Italian Economic Survey. 
May-June 1949. The Annecy Negotiations. 


Critica Economica. 


ApriL 1949. Sulla comparabilila del potere d’acquisto del salario: S, 
Somocyi. Sviluppo delle contraddizioni intrinseche della legge: C. 
Marx. 

LD’ Industria. 


No. 1, 1949. Appunti sull’evoluzione della finanza pubblica : G. BorGatta. 
Nuovi indirizzi dell’economia keynesiana: V. Marrama. Fattori che 
regolano lo sviluppo della produttivita del lavoro: P. J. VERDOORN. La 
determinazione del reddito : F. pt FEN1z10. 

No. 2, 1949. Lo sviluppo della nuova teoria monetaria ;: H. Fick. Teoria 
e politica della piena occupazione: U. Saccuetti. Preliminari alla 
teoria della piena occupazione: L. FEDERICI. Considerazioni intorno 
all’equazione del reddito: E. D’Euta. La statistica del controllo dei 
prodotti industriali : S. VIANELLI. 


Banca Nazionale del Lavoro Quarterly Review. 


APRIL-JUNE 1949. The Concept of a Dollar Shortage: T. Batocu. 
Should Sterling be Devalued ?: T.Batocu. The Dilemma ofthe O.E.E.C.: 
G. U. Pari. The Valuation of Commodities for Direct Consumption : 
C.Grint. Balance-Sheet of the First Year of the E.R.P. in Italy : G.Cosmo. 
Index Numbers of Industrial Production and Capitalisation in Italy: P. 
BATTARA. 


Moneta e Credito (Rivista trimestrale della Banca Nazionale del Lavoro). 


Vou. II, No. 1, 1949. Problemi generali: J. E. Meape, G. U. Papi, 
C. Ropano. Problemi dell’ economia italiana : C. Dracui, G. FERRETTI, 
E. Marasco, M. Mazzantrini, P. Ontpa. Rilev2z*sni statistiche: M. 
IMPERATORI, G. PARRAVICINI. Problemi giuridici : M.S. GIANNINI. 


Skandinaviska Banken Aktiebolag. 

JuLy 1949. Switzerland’s Unique Position: P. Jacospsson. The New 
State Bank. Sweden’s Balance of Payments : E. WESTERLIND. Changes 
in the Structure of Industry: V. KAttstr6mM. The Economic Situation 
during the Second Quarter of 1949. 


Index. 

JUNE 1949. The Economic Situation. The Distribution of Sweden’s 
Foreign Trade by Commodity Groups. The Situation and Prospects 
of the Swedish Pulp Industry. The Question of a State Commercial Bank 
in Sweden. Industrial Classification of the Lendings of the Svenska 
Handelsbanken. 

Okonomi og Politik. 

ApRi-JUNE 1949. Jugoslavien under Tito-styret : E. RESKE-NIELSEN. 
Valutakurser og dollarknaphed: P. NorREGAARD RasmusseM. Den 
internationale akonomiske situation : Den ekonomiske udvikling i Danmark. 
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Dkonomi. 


DECEMBER 1948. Keynes-laeren og dens betydning for den aktuelle 
okonomiske politikk : E. PETERSEN. 


Ekonomiska Samfundets Tidskrift. 


Vou. II, No. 2. 1949. Kampen mot inflationen i Férenta Staterna : H. E. 
Pippinc. Om formen fér statlig affarsdrift : E. TORNevisT. 


Revue de la Faculté des Sciences Economiques de l’ Université d’Istanbul. 


Aprit 1948; Nowvelles tendances de la politique financiére : F. NEUMARK. 
Die Einkommensbesteurung in den Niederlanden : J. H. SMEETS. 


Statistical Bulletin of Israel. 


Vou. 1, No. 1. Juty 1949. Current Notes. Diagrams. Tables: 
Meteorology, demography, migration, health, agriculture and fisheries, 
building, transportation and communication, foreign trade, prices, finance, 
labour, education, judiciary. 


Magyar-Szovjet Kézgazdasdgi Szemle (Hungarian and Russian tezt). 
Jung 1949. The Hungarian Exhibition in Moscow: I. Vaspa. 
Questions of Political Economy in the “‘ Short History of the Communist 
Party of the Soviet Union (Bolsheviks): P. BsrLov. Characteristics 
of Soviet Financial Accounting: V. Dsacsenxo. Plan Preparation : 
J. Jorre. U.S. Interference with European Trade: A. SzkKELY. 
Questions of Trade Union Rights : V. RaszToRGuJEv. 


Gazdasdg (Hungarian text). 


Vout. IV, No. 11. JuneE 1949. Socialist Labour Competition : A. Kiéves. 
Competition in trade: J. Gonpos. Workers’ Competition in the Soviet 
Union: B. Lakatos. Planning Methods in Farm Labour: N. SAspt. 
Planned Stocks of Finished Commodities in Manufacturing Industry : 
G. Exex. Problems of Uncontrolled Production in our Planned Economy : 
M. Spied. 

Vor. IV, No. 12. June 1949. Industrial training: I. Kossa. After 
Our Labour Competition Conference: F. Basat. The Role of Labour 
Competition in our Banks: Z. KorAnyt. Labour Competitions in State 
Undertakings for Foreign Trade: S. Lorscuy. Estimates, Independent 
Business Accounts and Planned Bookkeeping: J. Zaua. Business 
Accounting : G. R&CZEY. 

.VoLt. IV, No. 13. Juty 1949. In Anticipation of the Second World Trade 
Union Congress: A. Koéves. The Velocity of the Turnover Cycle of 
Working Capital in Soviet Enterprises: M. L. The Ethics of Socialist 
Commerce: A. Fay. The Organisation of Teaching Economics in Com- 
mercial Secondary Schools: L. Simon. Cost Accounting within the 
Enterprise: V. ABELOvSzKi. Planned Agricultural Prices and Manu- 
facturing Industry : I. B. 

Voprosy Ekonomiki (Russian text). 

No. 4. 1949. The Struggle for Speeding the Turnover Cycle of Working 
Capital: V. Diacuenxo. State Labour Reserves: FE. Moxnova. 
Against Bourgeois Objectivism and Formalism in Statistics : T. Koziov. 
Italy in the Grip of the Marshall Plan: P. Lisovsxu. 

No. 5. 1949. The Role of Electricity in the ‘‘ Plan for the Transformation 
of Nature”? : S.MarsKrevicu. Problems of Economic Indices : I. MALY1. 
The History of the Kizel Coal Basin: A. Zvoryxin. The Lowering of 
the Real Earnings of the U.S. Working Class after the Second World War : 
M. Smit. Labour the True Prop of Imperialism : I. DvorxK1n. 


Planovoe Khoziaistvo (Russian text). 


No. 3. 1949. A General Increase in Livestock : the Central Problem of the 
Expansion of Agriculture : S. Demipov. Problems of Soviet Trade in an 
Expanding Economy : V. PavtyuKov. Average Progressive Norms, the 
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Basis of Planned Production: N. Fepomov. Mechanisation in the 
Timber Industry: I. Supnitsyn. New Techniques and their Statistical 
Treatment: L. Votoparski. U.S. Monopoly Capitalists, Inciters to a 
New War: M. RUBINSTEIN. 


Gospodarka Planowa (Polish text). 


May 1949. The Balance of the National Economy: B. Minc. Investment 
in Industry in 1949: C. Basinsxi. Building in the 1949 Investment 
Plan: 8. Porarczux. Planned Supplies in Industrial Production : Z. 
DevutscuHMan. The Electro-technical Industry in the Six Year Plan: T. 
ZARNECKI. Forestry in the Plan: H. Kuimex. The Real Significance 
of Soviet Discussions on Statistics : Pror. A. WERYHA. The Three Year 
Plan for Livestock Breeding in the U.S.S.R.: J. Kowau. Rouble Control, 
the Credit System and the Budget in the Soviet Union: L. MAJZENBERG. 
The Basic Principles of Agricultural Planning in the U.SS.R.: A. 
GAPONENKO. 

JUNE-JULY 1949. A New Stage in the Operation of the Six Year Plan ; 
Fixed Prices: B. Minc. The Role of Trade Unions in the Realisation 
of the Economic Plan : Dr. C. Kutrkowski. The Pattern of the Industrial 
Financial Plan for 1950: WL. ZeuczaK. The Proper Preparation of 
Industrial Statistics: J. Kantor. Problems of the Maritime Plan: J. 
Paszkowicz. Planning in the Railways: B. CywtNsx1. Roads in the 
Economic Plan: A. GasKowicz. A Tentative Estimate of Fodder 
Supplies in the Six Year Plan Period: M. MarxisANowicz. Soviet 
Experience in Quality Control : P.JEwssjEsEw. The Essentials of Socialist 
Planning in Hungary : A. Stam. 

Avucust 1949. Problems in the Plan for the Construction Industry: M. 
Matacuowski. The Role and Importance of Planning in the Turnover 
of Goods : W. JAMPEL. Financial Planning Methods : A. KawczyNskl. 
Contribution of the Press to the Six Year Plan: A. KapUSZKIEWICZ. 
The Coal Industry and the Plan: L. Satoman. The Agricultural In- 
dustry in the Plan: Z. Koxeut. International Trade Between Democratic 
Peoples: P. CzERwinski. The Role of Science and Technology in the 
Transition from Socialism to Communism: A. ARAKELIAN. The 
Planning Organisation in the Soviet Union: D. Watrentes. Plan 
Fulfilment in the Soviet Union : I. JewrEnxKo. 


Wiadomosci Nazodowego Banku Polskiego (Polish text). 


No. 5. May 1949. The Swiss Monetary Situation: Dr. 8. PERcZyYNSKI. 
The Finance of Soviet Enterprises: B. Buass. The Planning, Finance 
and Control of Local Communal Economies; Dr. K. Niemsxi. The 
Protection of Property and Persons in Poland : J. URBAN. 





NEW BOOKS} 


British. 


Arnot (R. Pace). The Miners. A history of the Miners’ Federa- 
tion of Great Britain 1889-1910. London: Allen and Unwin, 1949. 
9”. Pp. 409. 2is. 

[To be reviewed.] 

Bennett (L.G.). Financial Results on 32 Market Garden Holdings 
in the Southern Province, 1947-1948. University of Reading: 
Department of Agricultural Economics, 1949. 8’. Pp. 3. 

[Roneo-ed tables showing the financial results per acre of a sample of market- 


garden holdings, so designed as to enable other growers to compare their costs 
with the average of the sample.] 


1 See postscript on prices, p. 670. 
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British Tourist and Holidays Board. Second Annual Report 
1948-49. London: The British Tourist and Holidays Board, 1949. 
94”. Pp. 14. 

[This report by the British Tourist and Holidays Board was prepared at the 
request of the Board of Trade. It describes what has been done to increase 
invisible earnings from tourists and to provide help to hotels, catering establish- 
ments and the like in improving facilities for overseas visitors. } 


British Tourist and Holidays Board. Second Annual Report of the 
Home Holidays Division, April Ist 1948 to March 3lst 1949. London : 
The British Tourist and Holidays Board, 1949. 843”. Pp. 48. 


[A survey of holiday accommodation, the effects of staggering, of the growth 
of demand and the measures which might be taken to provide more accommodation, 
and the standards required and the costs of holidays of different kinds. ] 


Cireya (S. M.). The Euro: a new European gold currency. 
Translated from the French by Eugenie R. Lorie. London: Staples 
Press, 1949. 84’. Pp. 55. 3s. 6d. 

[The author is convinced that ‘‘ an economic federation of the nations of Western 
Europe will begin to become a reality, outside of all ideas of super-parliaments 
and super-governments, when all the nations composing it have the same currency 
convertible into gold and circulating freely.” The Euro will correspond to 500 
milligrams of fine gold. It will be issued by a European Emission Bank, which 
will replace the national issuing banks. It will be guaranteed, not only by the 
participating countries, but also by the United States. The author’s solution 
would appear to depend on political assumptions, which, once granted, would 
permit equal success with many alternative methods. ] 


Cook (R. S.). Costs and Returns from Milk Production in the 
Southern Province in 1947-48. University of Reading: Department 
of Agricultural Economics, 1949. 104”. Pp. 24. 2s. 


[A roneo-ed report of costs and returns from producing milk on a sample of 
sixty farms in Berkshire, Buckinghamshire, Hampshire, Middlesex, Northampton- 
shire, Oxfordshire and Warwickshire. The costs are analysed in great detail and 
are so presented that a farmer should be able (and is given space in the tables) 
to compare his own costs under a wide variety of heads with the averages here 
shown and to fit his costs in the distributions obtained from the sample.] 


CurTIs-BENNETT (StR Nog). The Food of the People. The 
history of industrial feeding. London: Faber and Faber, 1949. 
84”. Pp. 320. 16s. 


[This book provides a great deal of rather disjointed information on com- 
munal feeding from the Middle Ages onwards. In more modern times it con- 
centrates on industrial feeding. The greater part of the book is made up of quo- 
tations, and the information in it and its presentation are not likely to appeal to 
economists. } 


Dursin (E. F. M.). Problems of Economic Planning. Papers on 
planning and economics. London: Routledge and Kegan Paul, 1949. 
83". Pp. x + 214. 15s. 

[To be reviewed. ] 


Eaton (J.). Political Economy. A Marxist textbook. London: 
Lawrence and Wishart, 1949. 83”. Pp. 235. 12s. 6d. 


[This book is described by Emile Burns in a foreword as a text-book of Marxist 
political economy, presented as far as possible in the setting of British develop- 
ment and experience. Non-Marxist views on the principal questions are dealt 
with, so far as the limits of a text-book allow. It is the result of two years’ work 
by a group of Marxist economists, who have had the help of historians and scientists, 
as well as other economists. While it is, in this sense, a collective work, John 
Eaton, as secretary of the group, carried the main responsibility and he is the 
author of the final text. The aim of the book is described as being ‘*‘ to show the 
law of motion of capitalist society.’ It is argued that political economy teaches 
not only the causes of social change, but also what men must do to bring them 
about. Thus it forms the very foundation of the world outlook of Marxism. 
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This is, within its assumptions, an abler, more readable and more coherent account 
of these theories than most available alternatives.] 

FrankeL (S. H.). The Concept of Colonization. Oxford: 
Clarendon Press, 1949. 9’. Pp. 24. 2s. 

{In his Inaugural Lecture, Prof. Frankel, after surveying the progress of 
Colonial Economics since Herman Merivale lectured on this subject in Oxford in 
1839, pleads for a new assessment of the problems of development of the backward 
regions of the world.] 

Fussett (G. E.). The English Rural Labourer. His home, 
furniture, clothing and food from Tudor to Victorian times. London: 
Batchworth Press, 1949. 8}”. Pp. viii + 160. 12s. 6d. 

[To be reviewed.] 


Goutp (R. T.). (Edited by D. W. Hooper.) The Story of the 
Typewriter from the eighteenth to the twentieth centuries. London: 
Office Control and Management, 1949. 8’. Pp.48. 2s. 6d. 

[This fascinating pamphlet, originally written by the late Lieutenant-Com- 
mander Gould and prepared for publication by Mr. D. W. Hooper, gives a detailed 
and fully illustrated description of the technical development of the typewriter 
from its early beginnings around 1830, through the major developments of the 
1870’s and 80’s, down to the modern forms which began to become stereotyped 
in the first decade of this century. No economic history of the nineteenth and 
twentieth centuries can be complete without some reference to the development 
and widespread use of this essential tool of modern commerce and modern 
government. The product of Lieutenant-Commander Gould’s hobby looks like 
becoming a standard footnote to every economic history.] 

Gupta (B. B. Das). A Short Economic Survey of Ceylon. Col- 
ombo: Associated Newspapers of Ceylon Ltd., 1949. 84’. Pp. 
94. White Paper Rs. 3.50. Newsprint Rs. 3.00. 

(This Survey was originally prepared for Economic Conversion of Asia and the 
Far East. It includes both estimates of the National Income and resources of 
Ceylon and a careful discussion of the economic problems that are confronting 
the island. Of these, the principal is a deficit in the overseas balance, mainly 
explained by the much heavier rise in the prices of imported foodstuffs than of 
Ceylon’s normal exports.] 

Hatt (F.G.). The Bank of Ireland, 1783-1946. Dublin: Hodges 
Figgis (Oxford: Basil Blackwell), 1949. 103”. Pp. x + 513+ 
illustrations. 63s. 

[To be reviewed.] 


Horr (T. J. B.). Economic Calculation in the Socialist Society. 
London: Hodge, 1949. 83”. Pp. 264. 2l1s. 


[To be reviewed. ] 


I.E.S. Code for the Lighting of Building Interiors. London: 
Illuminating Engineering Society, 1949. 84’. Pp.28. 2s. 6d. 

[The code, prepared by the Illuminating Engineering Society, deals with 
standards for both natural and artificial lighting. It sets out a schedule of re- 
commended values of illumination for a large variety of purposes, including 
different industrial processes, offices, shops, public buildings, schools, hotels, 
hospitals, homes and sports.] 

The Incorporated Association of Rating and Valuation Officers. 
Year Book 1949. London: Incorporated Association of Rating and 
Valuation Officers, 1949. 7’. Pp. 87. 

[This contains a list of the names and addresses of all members of the Associa- 
tion.] 

Industrial Australia. A study of recent expansion. Melbourne 
and London: Union Bank of Australia, 1949. 8}. Pp. 78. 


[This booklet is designed to set out, for the benefit of anyone wishing to set 
up a factory in Australia or to acquire an interest in an Australian concern, 
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comprehensive information about the industrial expansion of Australia and the 
present position of its main industries, agriculture, raw materials, manpower 
supplies and general economic environment. } 

The Institute of Chartered Accountants in England and Wales. 
List of Members, 1949. London: Institute of Chartered Accountants, 
1949. 8’. Pp. 958. 

[This contains the usual list and addresses of members and firms, the officers 
of the various district societies and the membership of the main committees of the 
Council.] 

JEREMIAH (K.). A Full Life in the Country. The Sudbury and 
District Survey and Plan. London: Batsford, 1949. 10’. Pp. 86. 
12s. 6d. 

[To be reviewed.] 


Jervis (F. R. J.). Price Control. Government intervention or 
the free market? London: Hutchinson’s Scientific and Technical 
Publications, 1949. 7}. Pp. 224. 12s. 6d. 


[To be reviewed. ] 


Jones (D. Carapoa). Social Surveys. London: Hutchinson’s 
University Library, 1949. 7”. Pp. 232. 7s. 6d. 


[To be reviewed. ] 


Keast (H.). Guideto National Insurance. Leigh-on-Sea: Thames 
Bank Publishing Co., 1949. 8}. Pp. 83. 2s. 

[A simplified guide to the National Insurance Scheme, the Industrial Injuries 
Scheme and to the obligations of employers, workers and the State under them.] 


Kuczynsk1 (R. R.). A Demographic Survey of the British Colonial 
Empire. Vol. II. South Africa High Commission Territories, East 
Africa, Mauritius, Seychelles. London: Oxford University Press 
(Royal Institute of International Affairs), 1949. 93’. Pp. x + 983. 
75s. 


[To be reviewed. ] 


Kumarappa (J. C.). Swaraj for the Masses. Bombay: Hind 
Kitabs, 1948. 7}. Pp. 104. 


[The author of this small book was brought up as an Indian Christian. He 
took a degree in economics in Columbia University, and spent a number of years 
as an accountant after further training in London. In his early days a staunch 
loyalist, after a period of further studies in America and research into problems of 
India’s finance he came back and threw up everything to join Gandhi and became 
a foremost expert on Gandhian economics. The book is composed from reprints 
of newspaper articles. Like all good journalism they are provocative, contentious, 
and irritating, but often they go to the root of things. The thesis which runs right 
through them is that the wealth of India is built on the agriculture of its villages. 
What contributes to their wealth contributes to the wealth of India. What 
serves the private interest of a section must be suspected and that section must foot 
the bill. Misdirected research, measures to improve tobacco, thick-rind sugar- 
cane, long-staple cotton, all ministering to industrial needs, are anathema. ] 


Lewis (R.) and Maupe (A.). The English Middle Classes. 
London: Phoenix House Ltd., 1949. 84”. Pp. 320. 15s. 

[To be reviewed.] 

Lewis (W. A.). Economic Survey, 1919-1939. London: Allen and 
Unwin, 1949. 83”. Pp. 221. 15s. 

[To be reviewed.] 

Linpsay (J.). Marxism and Contemporary Science. London : 
Dennis Dobson, 1949. 8}. Pp. 261. 18s. 


[To be reviewed.] 
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Lyons (A. M.) and Maanus (S. W.). Advertisement Control. 
Leigh-on-Sea: Thames Bank Publishing Co., 1949. 84’. Pp. 
xxv + 197. 12s. 6d. 


[The Town and Country Planning Act, 1947, contains various provisions 
which affect alvertisers and sets up a wholly new system of controls. This volume 
sets out the main features of the regulations. While the legislation is too recent 
for it to be possible to estimate accurately their effects in practice, a large number 
of applications have been made and many appeals have been determined.] 


Management for Production. London: British Institute of 
Management, 1949. 9’. Pp.47. 2s. 6d. 


[A short introduction to the problems of production management designed for 
the practical man. It argues that management is a complex activity that must 
be treated as a whole; its basis may be said to be ‘‘ measurement and morale.” 
The booklet begins by showing how measurement can reveal weaknesses. It 
goes on to process planning, and shows how certain time-consuming processes 
can be avoided or simplified. Shop lay-out is next discussed; then motion study, 
production planning and control, and care of plant. Finally morals, incentive 
payments, control of quality and control of costs. For its purpose, the booklet is 
well planned, and it indicates the literature in which each subject can be pursued 
farther.] 


Mavtpon (F. R. E.). The Use and Abuse of Statistics, with 
special reference to Australian Economic and Social Statistics in Peace 
and War. Third edition. Crawley: University Bookshop, 1949. 
8”. Pp. vi+ 129. 8s. 6d. 


[This is a third, revised, edition of a very useful little text-book which starts 
with the virtues and vices of statistics and the tools of the statistician and then 
proceeds to apply them to the economic statistics of Australia. The original 
version was based on a series of short wireless talks. The present version retains 
something of the original form. It is broken into short sections. It is of the 
level of popular presentation. It is lively and concise. These are virtues seldom 
found in books on statistics. ] 


Morrison (HERBERT) (Ed.). Socialism the British Way. London: 
Essential Books Ltd., 1948. 7”. Pp. 345. 10s. 6d. 


[In this series of essays a number of leading socialists have set out the back- 
ground, purpose and consequences of the decisions on the main lines of policy 
made by the Labour Government during the past three years. Mr. Herbert 
Morrison blesses the book in a brief foreword. The first essay, by Evan Durbin, 
reminds us the loss that we have suffered by his death. He writes on the economic 
problems that have faced the government and stresses four: economic de- 
mobilisation; the achievement of a right balance between the various branches 
of economic activity and the removal of bottlenecks; the control of inflation; 
the balance of payments. He sets out the methods and the results. It is here, 
alas, that one would have liked to see revision to take full account of later events; 
but he faces the problem, as he saw them, squarely. Prof. G. D. H. Cole writes 
on the socialisation programme for industry. After a brief record of what has 
been done he proceeds to the thorny problems of efficiency and trading, labour 
incentives, and the problems of management. Mr. Diamond deals with the 
private sector of industry and discusses the profit motive, competition and 
monopoly and the promotion of efficiency. Mrs. Cole describes the developments 
of the social services and personal life. James Callaghan writes on the approach 
to social equality. Ben Roberts discusses the position of trade unions in the 
changing economy. Frank Hardie writes on Socialism and parliament, Stephen 
Taylor on socialism and public opinion, Rita Hinden on the Labour Government 
and the empire. Harold Nicolson contributes an essay on the foreign policy. 
Finally Michael Young sums up on the problems ahead, with the main emphasis 
on the balance of payments and the consequences for Britain of all the structural 
changes that are taking place all round the world. But he does not overlook the 
problems at home—the unwisdom of too rapid an extension of nationalisation, 
the need, therefore, for a mixed economy, and the problems of making it work, 
with appropriate rewards and penalties. He has the courage to say that higher 
efficiency deserves, and should receive, higher profits. But he asks himself what 
can be the driving force of a mixed economy. He finds the solution in the 
extension of democracy, which, to his mind, is synonymous with the extension of 
opportunity to contribute to society.] 
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Munsui (M. C.). Industrial Profits in India (1936-1944). New 
Delhi: Federation of Indian Chambers of Commerce and Industry, 
1948. 84”. Pp. iii + 326. Rs. 15/-. 

[This monograph analyses Indian profits over the years 1936-44, both in 
total and in seven individual industries: cotton textiles, sugar, iron and steel, 

per, cement, jute mills and coal mining. It is packed with tables, diagrams 
and statistic.] material generally. A large part of the book is (very rightly) 
concerned with the methodological problems of measurement. The results show 
very considerable increases of gross and net profits in total. Net profits in 1944 
were more than seven times those of 1938 in cotton textiles, and about four times 
in jute. There were declines in iron and steel and in cement and a very modest 
increase in coal. In relation to the value of sales the increase in cotton textiles 
was about three times. In most other cases it was relatively small. Dividends, 
though in some cases appreciably larger, were a smaller proportion of net profits. 
Contributions to reserves increased immensely (in cotton, nineteen times and in 
jute even more). The greatest increase was naturally in provision for taxation, 
which by 1944 absorbed nearly three quarters of the gross profits in cotton and 
around two thirds in several other cases. ] 


Murangan (S. K.). Shadows of Hyper-Inflation. Bombay : 
Hind Kitabs, 1949. 9”. Pp. 59. Rs. 2. 


[A strong warning against the serious dangers of inflation and financial 
collapse if budget deficits and investment continue at present levels without 
measures to offset them effectively by increased saving.] 


Naa (D. S.). A Study of Economic Plans for India. Bombay : 
Hind Kitabs, 1949. 74”. Pp.ix +177. Rs. 5-8. 


[We now have so many plans for India that a guide to them, their similarities 
and their differences is necessary. Westart with the National Planning Committee 
of 1938. We proceed to the Bombay Plan, the Bureaucracy’s Plan, the People’s 
Plan, the Gandhian Plan, the Plan Advisory Board and finally the economic 
policy of the Interim Government. These descriptive chapters are followed 
by what is in effect the kernel of the book—a hard-headed discussion in four 
chapters of the essentials of any economic policy in India and the functions of 
planning in relation to it.] 


The National Institute of Economic and Social Research. Seventh 
annual report 1948. London: National Institute of Economic and 
Social Research, 1949. 84’. Pp. 32. 


(This annual report for 1948 of the National Institute of Economic and Social 
Research contains a record of the research in progress and of the recent publica- 
tions of the Institute. An introduction discusses the new setting of economic 
and social research. It emphasises the need for closer integration between 
economics and the contiguous social sciences. At the same time it stresses the 
need for statistical research in the field of applied economics to march in step 
with fundamental research in economic theory. ] 


Noearo (B.). A Short Treatise on Money and Monetary Systems. 
London : Staples Press, 1949. 84”. Pp. 214. 17s. 6d. 


[To be reviewed.] 


The Nuffield Foundation. Fourth Report. Oxford: University 
Press, 1949. 8}. Pp. 127. 


[This Report surveys the work of the first quinquennium of the Foundation 
and sets out the principal aims for the next quinquennium. ‘‘ The foundation,” 
it states, ‘‘ will be prepared to assist work of individuals or groups of workers of 
exceptional ability or promise in any branch of the medical, natural or social 
sciences; but it hopes to devote most attention to the advancement of biological 
and sociological studies (using the terms ‘ biological’ and ‘ sociological’ in their 
widest sense) which, nearly or distantly, may contribute in some way to the 
promotion of human health and welfare”... ‘‘In the social sciences the 
Foundation is specially interested in bringing the non-economic studies—such as 
social anthropology or sociology in the narrow technical sense—up to the level 
of the better-developed subjects like economics, and in increasing the integration 
of the various specialisms. “In so far as it is possible the Foundation hopes to 
help studies of the normal functioning of social arrangements.’’] 
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Sanpstr6m (K. G. A.). The Double Taxation Convention between 
Sweden and the United Kingdom of Great Britain and Northern 
Ireland. London: Swedish Chamber of Commerce for the U.K., 1949, 


8”. Pp. 20. 
[A brief but detailed account and explanation of the main principles of the 
Double Taxation Convention between Sweden and the United Kingdom.] 


SmitH (Sirk Ewart) and Brecuine (R.). Measurement of the 
Effectiveness of the Productive Unit. London: British Institute of 
Management, 1949. 9”. Pp.35. 2s. 6d. 

(This pamphlet by Sir Ewart Smith and Dr. R. Beeching considers the 
alternative ways in which the efficiency of a productive unit can be measured. The 
paper itself, quite naturally and inevitably, becomes concerned with many of the 
familiar problems of index numbers, their validity and their basic assumptions. 
Certain methods based on revaluation of output at base-year prices are advocated. 
Certain newer methods are also suggested and examined: these are essentially 
the use of physical measurements of product in elementary operating units, 
together with a measurement of imput of resources obtained by reducing capital 
equipment, services and raw materials into manpower equivalents, all com. 
bined to give an overall index. The pamphlet includes examples of all the 
methods suggested. There is also a record of the discussion of the Paper at a 
Meeting of the Institute.] 


Sovani (N. V.). Post-war Inflation in India—a survey. Poona: 
Gokhale Institute of Politics and Economics, 1949. 94’. Pp. xiv + 
94. 7s. 6d. 

[This was originally written as an introduction to two Reports of the Com- 
modity Prices Board (Publication No. 20 of the Gokhale Institute). When it 
outgrew the appropriate scale for that it was given a separate identity of its own. 
This study is mainly concerned with vents and causes of inflation between the 
end of the War and mid-1948. It presents all the available statistical material 
with great clarity and sets it against the monetary and other economic policies 
of the period. Attached to the study by Mr. Sovani is a memorandum by Dr. 
D. R. Gadgil on Exchange Parities and he also contributes a very interesting 
foreword which sums up the main lessons that may be learned from Mr. Sovani’s 
study. There can be little doubt that persistent deficits of the public accounts 
have been the main contributors to the sharp post-war rise of prices (from about 
300 in August, 1947, to about 380 a year later; August, 1939 = 100), and that 
these have been aggravated by premature decontrol of agricultural prices.] 

Sprott (W.J.H.). Sociology. London: Hutchinson’s University 
Library, 1949. 7’. 192. 7s. 6d. 

[To be reviewed. ] 

Stricter (G. J.). Five Lectures on Economic Problems. London: 
Longmans Green (London School of Economics), 1949. 9’. Pp. 65. 
7s. 6d. 

[To be reviewed.] 

Survey of Holiday Accommodation in Great Britain. London: 
British Tourist and Holidays Board, 1949. 94’. Pp. 57. 5s. 

[A report drawn up for the Ministry of Town and Country Planning by a 
special Home Holidays Committees. It breaks up the country into a series of 
regions and attempts, taking account of present trends in the demand for ac- 
commodation, to compare estimates of demand with estimates of available 
supplies of accommodation, and thus deduce a present and prospective future 
deficit of accommodation to be met by new building. The statistical adventure 
is, it need scarcely be said, extremely perilous, but it may possibly, if the margins 
of error are appreciated, give some indication of the orders of magnitude.] 

Trustees Savings Banks Year Book. Fakenham: Wyman 
(Trustee Savings Banks Association), 1949. 7”. Pp. 144. 

[In addition to the customary records of branches and of area and local 
officers, there are useful tables of statistics of savings. During 1948 the total 
funds of the Trustee Savings Banks rose from approximately £832 million to 
approximately £900 million.] 
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Wuittans (G.). Whillans’s Tax Tables 1949-50. London: 
Butterworth, 1949. 9}. 3s. 6d. 
[A cardboard folder of tax tables.] 


Yerass.ey (R. E.). Management’s Requirements of the Account- 
ing System. London: British Institute of Management 1949. 94”. 
Pp. 27. 2s. 6d. : 

[A paper by Mr. R. E. Yeabsley, Accountant advisor to the Board of Trade, 
which emphasises that the main requirement from the accounting system is 
service: financial control is but one of the techniques employed in carrying 
out the functions of management. But it must be so organised as to provide all 
concerned with the necessary information, with clarity, certainty and brevity. 
The pamphlet contains also a record of the discussion of the paper at the Institute. ] 


American. 


Browne (H. J.). The Catholic Church and the Knights of Labor. 
Washington D.C.: Catholic University of America Press, 1949. 9”. 
Pp. xvi + 415. 

{A Ph.D. Thesis of the Catholic University of America.] 


CaRSKADON (T. R.) and Mopiey (R.). U.S.A. Measure of a Nation. 
New York: Macmillan Company, 1949. 11”. Pp. 101. 


[This attractive book is described as ‘‘ a graphic representation of America’s 
needs and resources.” It is a fine example of American ingenuity in presenting 
inherently difficult ideas in the form in which they can be readily assimilated. 
The developments of the past century are set out for all to see, and for many to 
envy: the halving of working hours; the twenty-fold increase of the national 
income; the four-fold growth of population, and the shares of immigration and 
national increase in it; the changing pattern of expenditure. There are many 
figures here that are of great interest as a basis of comparison: the estimated 
expenditure of $8 billion on medical services and $5} billion on education in 
1950, both expected to increase considerably in the next decade. But to a 
European by far the most impressive picture shows the changes in the composition 
of exports and imports since 1821: the huge decline of manufactured imports, 
from nearly 60% of the whole to about 15%; the growth of imports of materials, 
the decline of material exports and the vast growth of manufactured exports. 
The problems of Europe were never more simply set out.] 


The Drive for a Controlled Economy via Pale Pink Pills. Washing- 
ton D.C. : Chamber of Commerce of the United States, 1949. 9”. Pp. 
23. 25 cents. 

[The matter under discussion, which is not wholly apparent from the title, is 
the Spence Bill which embodies proposals for legislation to implement the 
President’s control programme. The title of the Bill describes its objectives : 
“‘It is the purpose of this Act to utilise the powers and resources of the Federal 
Government to assist in overcoming certain adverse conditions. . . . These 
adverse conditions are: (1) critical shortages and maldistribution of some 
essential materials and facilities and inadequacies of some productive facilities ; 
(2) pronounced and continued increases in some price levels or in the prices of 
some vital commodities, which create unbalances. . . .”” The pamphlet argues 
that such corrective measures are wholly unnecessary. ] 


Duntop (J. T.). Collective Bargaining, principles and cases. 
Chicago: Richard Irwin, 1949. 9”. Pp. xi + 433. $5.00. 

[To be reviewed.] 

Epwarps (C. D.). Maintaining Competition. Requisites of a 
Governmental Policy. New York and London: McGraw-Hill, 1949. 
9”. Pp. xi + 337. 22s. 6d. 

[To be reviewed.] 

1 See postscript on prices, p. 670. 
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Exvcuipecorr (I. M.). United States International Timber Trade 
in the Pacific Area. Stanford University Press (London: Geoffrey 
Cumberlege), 1949. 10”. Pp. xvii + 302. $7.50. 

[To be reviewed. ] 


Fasricant (S.). The Rising Trend of Government Employment. 
Occasional Paper 29. New York: National Bureau of Economic 
Research, 1949. 9. Pp. 30. 

[In 1900 one out of 24 workers was on a government payroll; in 1920 one 
out of 15; in 1940, one out of 11; in 1948 one out of 8 or 9. Over the period of 
nearly half a century, the proportion of all government workers who are engaged 
in education has fallen greatly; the greatest relative increases are in the Armed 
Forces and in federal civilian employment. Within the latter category it 
would appear that ‘‘ welfare ’’ has multiplied very greatly. Dr. Fabricant would 
not ascribe the increases wholly, or even predominantly, to the New Deal. While 
it stimulated a number of activities, the upward trend originated in earlier 
decades. ] 

Fuiuer (D. R.). Government Financing of Private Enterprise. 
Stanford University Press (London: Geoffrey Cumberlege), 1949. 
9”. Pp. 206. 16s. 

[The author appraises the war-time and peace-time experiments of using 
government financing to fill gaps in private financing. In particular, he analyses 
the work of the Reconstruction Finance Corporation.] 

Harper (F. A.). Liberty, a path to its Recovery. Irvington-on- 
Hudson, New York: Foundation for Economic Education, 1949. 
9”. Pp. 159. Cloth $1.50; paper $1.0. 

[This pamphlet argues that ‘‘ a high level of economic liberty is a requisite to 
all other liberties.’’ ‘*‘ Economic liberty is absent to whatever extent a person 
is prohibited from using his talents and his property to produce and sell (or 
exchange) anything he desires, at whatever price is agreeable to him and the 
buyer.” In effect, the index of liberty, or rather of its lack, is the proportion 
of the national income taken by the government of any country, and the fact that 
29 cents in every dollar goes to the government measures the United States 
decline from liberty. The guiding rule should be that grants of special privilege 
to any person or group should be denied. But “‘ after liberty has been lost beyond 
a certain point, its recovery is difficult by peaceful means.” The first task is to 
understand the problem, for ‘‘ the lover of liberty will find ways to be free.’’} 

Harris (SEymour E.), (Ed.). Foreign Economic Policy for the 
United States. Cambridge, Mass. : Harvard University Press (London : 
Geoffrey Cumberlege), 1948. 9’. Pp. xiii + 490. 32s. 6d. 


[To be reviewed. ] 


The Hidden Payroll. Non-Wage Labor Costs of Doing Business. 
Washington, D.C.: Chamber of Commerce of the United States of 
America, 1949. 11’. Pp. 32. 50 cents. 

[A study of the problems of the non-wage payments which now enter into 
business costs: social security payments, pensions contributions, holiday pay, 
profit-sharing payments and the like. It is argued that these are not included in 
wage statistics and that the hourly wage rate no longer truly reflects charges 
in wage-costs.] 

McCreary (D. L.). Parish Accounting. An analysis of Catholic 
Parish financial reports and accounting systems and two suggested 
systems. Washington, D.C.: Catholic University of America Press, 
1948. 9”. Pp. xii + 173. 

[A Ph.D. Thesis of the Catholic University of America.] 

Mutts (F. C.) and Lona (C. D.). The Statistical Agencies of the 
Federal Government. New York: National Bureau of Economic 
Research, 1949. 9’. Pp. xiv + 201. $2.00. 


[This is a report prepared by Dr. Frederick Mills and Dr. Clarence Long, 
both of the staff of the National Bureau of Economic Research at the request of 
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Mr. Herbert Hoover, as Cnairman of the Commission on the Executive Branch 
of the Government. It surveys the whole organisation, personnel and operation 
of the federal statistical system, and makes detailed recommendations for the 
improvement both of the organisation and of the presentation and publication 
of the statistics themselves. The scale of federal statistical work is best illustrated 
by the fact that the total personnel so employed, outside the military departments, 
was 10,385 at June 1948.] 


Moutton (H.G.). Controlling Factors in Economic Development. 
Washington D.C.: Brookings Institution, 1949. 8’. Pp. xii + 397. 
$4.00. 


[To be reviewed.] 


NaTIonaL PLannine AssocraTion. Planning Pamphlet No. 68. 
A New American Policy in China. By L. Gulick. Washington D.C. : 
National Planning Association, 1949. 7}. Pp. vi-+ 35. 50 cents. 


[This pamphlet, after careful examination of the problem, concludes that 
‘there can be no really satisfactory line of action for the immediate future. 
We [i.e., the U.S.A.] must watch and wait. But in so doing, we must be natural, 
human and friendly, and ready to act promptly. We have a vital interest in the 
open door, because we know the danger to freedom of an iron curtain. On the 
whole it is wiser to anticipate and safe to assume that Chinese communism 
will become more Chinese and less Russian as China settles down, and discovers that 
China is fully as concerned as we in the containment of Russian imperialism in 
Asia. In fact the true national interests of China and ourselves are parallel rather 
than antithetical.’’] 


RatcuirF (R. U.). Urban Land Economics. New York and 
London : McGraw-Hill, 1949. 9”. Pp. xii + 533. 33s. 


[To be reviewed. ] 


Readings in the Theory of International Trade. Philadelphia : 
Blakiston Company, 1949. 83”. Pp. xvii + 637. 28s. 6d. 


[To be reviewed. ] 


A Report on Taxation. Louisville: Committee for Kentucky, 
1949. 9”. Pp. 31. 


[A diagrammatic comparison of the levels of taxation in Kentucky and in the 
total of other States of America.] 


Sparounts (A. J.). Two Reconstructions of Greece. New York : 
“ National Herald,” 1949. 10”. Pp. 31. 


[An account, by the former Greek Under-Secretary of Finance, of the pros- 
perous Greater Greece of 1920, the difficulties of the period following the Asia 
Minor disaster, the sacrifices made on the first world war, the reconstruction of the 
twenties and thirties, and then the further tribulations of the second war and the 
attempts that are now being made once more to restore the Greek economy. 
The pamphlet touches on each of these episodes very briefly. In some few 
cases the general discussion is supported by statistics, but mostly the matter is 
addressed to a general Greek-reading public for whom the articles here collected 
and translated were first written and published in the National Herald.] 


Scueps (C.). Accounting for Colleges and Universities. Louisiana 
State University Press, 1949. 9”. Pp. xix + 385. $6.50. 

[This volume sets out, with specimen forms, a complete system of accounting 
for a university or college. Anyone who, without encumbrance from existing 
statutory requirements, may be free to set up a new accounting system would 
do well to study it. Certainly to a layman the accounts of Blank College seem 
at first glance a model of lucidity. But thinking of the complicated accounts 
which his own College and University inflict on him, he will probably want to 
ask questions about the administration of Blank College. Nowhere does any 
organisation smaller than Blank College appear to have an income of its own. 
Gone are all the familiar cross payments from one account to another account. 
Gone are all the minor trust funds, endowments and other sources of special 
income. Gone, apparently, are all the consequences of personal accounting 
responsibility for heads of departments. Can it be that the chart of College 
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organisation in Chapter 2, with its alternative placings of the Business Office 
under the governing Board and under the President, conceals a reality in which 
in Blank College the Business Office would in effect be over them all ?] 


Somers (H. M.). Public Finance and National Income. Phila. 
delphia : Blakiston Company, 1949. 83”. Pp. xii + 540. 


(To be reviewed.] 


Sweruine (B. C.). International Control of Sugar, 1918-41, 
Stanford University Press (London: Geoffrey Cumberlege), 1949, 
9”. Pp. viii + 69. 5s. 6d. 

[A most valuable small study of the economics of sugar production and the 
working of the International Agreements. ] 


Waite (W.C.) and Cassapy (R.). The Consumer and the Economic 
Order. New second edition. New York and London: McGraw-Hill, 
1949. 9”. Pp.x + 440. 27s. 


[A second edition of a book which was reviewed in the Economic JouRNAL of 
December 1939 by Mr. H. Smith. The new edition follows the same general 
attern as the older. A new chapter has been added on retail-price control by 
egislative process. Apart from this, revisions have mainly taken the form of 
refining and making clearer the essential argument, with special stress on the 
importance of competition in protecting the consumer. ] 


Wricut (C. W.). Economic History of the United States. New 
second edition. New York and London: McGraw-Hill, 1949. 9”. 
Pp. xxl + 941. 36s. 

[To be reviewed. ] 


French. 


Les Caractéres contemporains du Salaire. Paris: Presses Univer- 
sitaires de France for the Institut de Science Economique Appliquée, 
1946. 9’. Pp. 160. 240 fr. 


[Having distinguished three elements in the determination of wages levels— 
(a) “ salaire de rendement” or the relationship of wages to productivity, (b) 
‘*salaire social” or additions to income made through social security schemes and 
so on, and (c) non-pecuniary elements such as conditions of work, etc.—the authors 
of this thoroughly readable monograph attempt to make an estimate of the 
relative importance of these elements in the French wages structure in the last 
thirty years. It is difficult to summarize the results, partly because the statistics 
provided refer to different industries and geographical regions and not to wages 
as a whole and partly because, as the authors discovered, the statistical sources 
available were not entirely reliable. The outstanding feature of the inter-war 
period was undoubtedly the growth in the relative importance of “ salaire social ” 
which rose from 5% of the “‘ salaire de rendement ”’ in 1920 to more than 15% in 
1938. The book concludes with an isolated chapter devoted to a severe criticism 
of traditional wages theory, but the evidence provided by the statistical investiga- 
tion is not cited by the prosecution. ] 


DIETERLEN (P.). Au-dela du Capitalisme. Paris : Presses Univer- 
sitaires de France, 1946. 9”. Pp. 456. 500 fr. 


[The first 300 pages of this book cover a wide range of topics around and about 
the theory of capital. A great deal of the famous literature of capital theory is 
quoted, but it is difficult to discover what precisely M. Dieterlen’s sources of 
dissatisfaction with capital theory are or what conclusions he wishes to sub- 
stantiate. The exposition is hindered rather than helped by the most astonishing 
array of literary quotations. One might expect an apposite quotation or two 
from Pascal, Montaigne and Anatole France, but one-word quotations from 
Goethe’s Dichtung und Wahrheit and Verlain’s L’ Art Poétique spoil the effect 
of this essentially literary approach to the subject. The remainder of the book, 
however, entitled ‘‘ The Transformation of Capitalism ’’, puts forward an adequate 
discussion of contemporary problems of the evolution of capitalist society.] 
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Fourasti&é (J.). Esquisse d’une théorie générale de l’évolution 
économique contemporaine. Paris: Presses Universitaires de France, 
1947. 8”. Pp. 31. 40 fr. 

[This small pamphlet is of unusual interest. M. Fourastié in a 3-page critique 
of economic methodology pleads for a new attempt to found a general theory of 
economics. In his opinion the Keynesian system neglects a number of important 
variables, particularily technical progress, and what variables it accounts for are 
mostly of a non-measurable character. ‘‘ But,’? M. Fourastié argues, ‘‘ instead 
of saying like Keynes that ‘such a variable is a function of n independent 
variables ’ we say that this variable z is a function of an indeterminate number of 
ae dependent or otherwise. I voluntarily isolate n of these variables 

rrr t and evaluate at k% the chances that exist that the others (some 
of which are totally unknown to me) remain constant or will not affect 2 during a 
given period ¢.”” This formulation of laws of probability implies that the 
sole basis of scientific reasoning in economics is statistical verification. M. 
Fourastié’s own 28-page summary of his theory of economic evolution is based 
on the Colin Clark hypothesis concerning the shift from primary to secondary 
and tertiary production as an indicator of economic progress. His outline of 
four basic theories which explain economic evolution and ten derived theories is 
the merest sketch, but there is much to be said for the author’s view that rather 
than write an elaborate treatise he prefers to sketch in outline his main thesis so 
that his fellow-economists can more readily exploit its weaknesses. There is a 
disarming modesty in M. Fourastié’s appeal to specialists to correct and criticize 
‘les nombreuses imperfections de cette esquisse.’”’” It is hoped that there is an 
adequate response to M. Fourastié’s request for there is much in this pamphlet 
that is stimulating as well as controversial. ] 


Salaire et Rendement. Paris: Presses Universitaires de France 
for the Institut de Science Economique Appliquée, 1947. 9’. Pp. 
232. 300 fr. 

[This is a companion volume to Les Caractéres Contemporains du Salaire 
reviewed above. An attempt is made to analyse the extent of the influence of 
economic incentives on output and then to examine other influences. There are 
two features of the work: (a) a detailed graphical exposition of the various 
technical forms of wage-payment such as the Halsey, Taylor, Rowan and Bedeaux 
systems, and (b) the emphasis upon “‘ group ”’ influences on incentives within the 
social and political milieu. It is concluded that in general the reconciliation of 
economic and other incentives is brought about by the use of a wage-system which 
does not try to measure exactly output in terms of effort, but which “‘ donne a 
homme une assez grande liberté d’esprit pour se consacrer 4 son travail en y 
puisant des satisfactions profondes.’’} 

SrecFriep (A.). Afrique du Sud. Paris: Armand Colin, 1949. 
74”. Pp. 158. 210 fr. 

[To be reviewed.] 

Vince (A.). La Doctrine Américaine de la Porte Ouverte en Chine 
et son Application dans la Politique Internationale. Besancon : 
Imprimerie Jacques et Demontrond, 1946. 9}’’. Pp. 148. 

[A short historical account of American relations with the Great Powers in 
China from the Munroe Doctrine to the First World War including a documentary 
appendix. ] 

German. 


FiscHerR-Wo.tirPert (H.). Indien und Pakistan. Oberursel : 
Europa-Archiv, 1948. 8}. Pp. 102. 

[A short account of the events which led up to the independence of India 
and Pakistan and of the problems which remain to be solved—the position of the 
States, the special problems of Hyderabad and Kashmir, the position of India 
and Pakistan i in relation to the Commonwealth. ] 

_ Sreppat (F.). Iran zwischen den Grossmiichten 1941-1948. Eine 
— Studie. Oberursel: Europa-Archiv, 1948. 8”. 

. 79. 

[A short and well-documented account of the political and economic develop- 
ments of the last few years in Iran.] 

No. 236—voL. Lrx. YY 
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Weser (A.). Marktwirtschaft und Sowjetwirtschaft. Munich: 
Richard Pflaum, 1949. 9”. Pp. xvi-+ 471. DM 14. 
[To be reviewed.] 


Austrian. 


Mayer (H.) (Ed.). Hundert Jahre ésterreichischer Wirtschaftsent- 
wicklung, 1848-1948. Vienna: Springer, 1949. 10”. Pp. xiii + 
714. $12.00. 

[To be reviewed.] 


Swiss. 


RussENBERGER (H.). Die Auswirkungen der Industrialisierung 
von Agrarlindern auf Industrie-Exportstaaten. St. Gallen : Fehr’sche 
Buchandlung, 1949. 8”. Pp.206. S. fr. 12. 


[Reviewed in this issue.] 


Italian. 


Ernavp! (L.). Lezioni di politica sociale. Turin: Einaudi, 1949. 
10”. Pp. xviii + 252. 
[To be reviewed. ] 


Giusti (U.). Aspetti geografici e sociali delle elezioni politiche 
italiane del 18 aprile 1948. Rome: Societa italiana di Demografia e 
Statistica, 1949. 10”. Pp. 68. 4501. 

[This detailed analysis of the 1948 election in Italy correlates voting with 


various economic indices, such as proportion of population engaged in agriculture. 
It includes a map showing the geographical distribution of the party strengths. ] 


Pretri-ToneELuI (A. Dez). Un sistema di logodiagrammi tipici. 
Padua: Cedam, 1949. 10”. Pp. 73. 6001. 


Picou (A. C.). Il Reddito nazionale. Translated by Andrea 
Damiano. Milan: L’industria, 1949. 94’. Pp. 103. 6001. 
[A translation of Prof. Pigou’s familiar text-book, Income.] 


TAGLIACARNE (G.). Demografia dell India. Studio di demografia 
comparata. Rome: Societa italiana di Demografia e Statistica, 1949. 
93”. Pp. 58. 3501. 

[A careful and scholarly demographic study of the population of India, its 
geographical distribution and urbanisation, the age distribution, the birth and 
death rates and the effects of changes of these on the rate of growth. At many 
points the author compares Indian and Italian figures. It is made abundantly 
clear that the net rate of growth is the resultant of very high birth rates and very 
high death rates—the latter often two to three times as high as those of Italy at 
comparable ages. The progress of medicine is reflected in death rates which are 
falling more rapidly than birth rates; the latter have remained almost constant. 
In decades of normal health and conditions there is very rapid increase. In 
decades in which some major famine or pestilence has hit India, population has 
stood still. It grew 15% between 1931 and 1941; only 1-2% between 1911 and 
1921. The devil of Malthus, the author says in conclusion, is here a reality.] 


Danish. 


ZEuTHEN (F.). Social Sikring. Socialpolitik. Vol. II. Copen- 
hagen : Arnold Busck, 1948. 10”. Pp. xiv ++ 284. Paper Kr. 14.00. 
Bound Kr. 17.50. 

[To be reviewed.] 
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Norwegian. 


Wo tp (K.G.). Levestandardens @konomi. Oslo: Johan Grundt 
Tanum, 1949. 9’. Pp. 254. 


[To be reviewed.] 
Czech. 
Czechoslovakia’s New Labour Policy. Prague: Orbis, 1949. 8”. 
Pp. 121. 


[A booklet, prepared for the delegates to the 32nd Session of the I.L.O., 
which describes what Czecho-Slovakia has done to give effect to the various conven- 
tions and resolutions of earlier Sessions. It contains a large volume of useful 
statistical and descriptive information about social conditions in Czecho-Slovakia.] 


Egyptian. 


National Bank of Egypt 1898-1948. Cairo, 1949. 10}”. Pp. 
155. Privately circulated. 

[A history of the National Bank of Egypt prepared in honour of its fiftieth 
anniversary. | 


Official. 
BRITISH. 
Hancock (W. K.) and Gowntne (M. M.). History of the Second 
World War. British War Economy. London: H.M. Stationery 
Office, 1949. 93”. Pp. xvii + 583. 21s. 


[To be reviewed.] 


MinistRY OF INDUSTRY AND Supply. Directorate of Industrial 
Statistics. Monthly Statistics of the Production of Selected Industries 
of India. January to March 1949. Simla: Manager Government of 
India Press, 1949. 94’. Pp. 8. 


[The first of a new series of monthly abstracts of production statistics covering 
twenty-six main industries. Figures are given for installed capacity, peak 
production (with an indication of its date), annual production in 1947 and 1948, 
and production for the first quarter of 1949. For each of the recent periods the 
ratio of production to capacity is also calculated.] 


Private and Public Investment in Canada. Mid-year Survey, 
1949. Ottawa: Department of Trade and Commerce, 1949. 14”. 


Pp. 27. 

[This is a sequel to the January appraisals of capital expenditures in 1949, 
published as Private and Public Investment in Canada, Outlook 1949 and noted in 
the Economic JourRNAL for September 1949.] 


Studies in Official Statistics, No. 1. The Interim Index of In- 
dustrial Production. London: H.M. Stationery Office, 1949. 8}. 


Pp. 52. Is. 

[This booklet, first in the series of ‘‘ Studies in Official Statistics,” describes 
the compilation of this Index of Production by the Central Statistical Office. 
The aim of the Index is ‘‘ to provide a general measure of changes in the volume 
of home-produced output resulting from current economic activity ” in the U.K. 
Part I, which occupies three-quarters of the booklet, describes in detail how this 
is achieved in the monthly index from 1946. The Index is built up from some 
400 production series, corresponding roughly with the industrial groups of. the 
‘Standard Industrial Classification.”” The extent of this correspondence is 
indicated on p. 11, and the indirect representation of certain industries (described 
on p. 14) shows how little information is yet available about production in some 
important fields. Part II gives similar details of the series used and their relative 
weights, for the comparison between 1946 and pre-war (1935-38) Appendices 
deal with : (i) the technical formule—a useful survey of the formule for a quantity 
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index; (ii) the methods adopted in the Index of Building and Contracting to 
measure important variations in work done that are not reflected in changes in the 
number of houses completed ; (iii) a similar, though much less detailed description 
of the Index of Shipbuilding and Shiprepairing; (iv) a list of the series used and 
their relative weights. The month-to-month movements of this official Index 
of Production cannot properly be understood without reference to this booklet, 
which reveals its weaknesses as well as its general strength. There is yet further 
evidence here of the methods and difficulties of compiling any index number of 
physical output.] 


Union or Souts Arrica. Eleventh Annual Report of the Registrar 
of Building Societies for the Period ended 3lst December, 1948. 
Pretoria : Government Printer, 1949. 13’. Pp. 45. 7s. 6d. 

[A full and detailed survey of the position and assets of Building Societies in 
South Africa during 1948 with monthly statistics covering in many cases the whole 
period since the beginning of 1945.] 


CZECH. 


SmaceK (R.). Czechoslovak Economy in a Nutshell. Prague : 
Press Department of the Czechoslovak Ministry of Foreign Trade, 
1948. 8”. Pp. 92. 

[After a brief general survey, information is provided about particular in- 
dustries. In most cases it includes an indication of output in recent years, the 
planned target figures for current output, a list of the national enterprises and 
the address of the control organisation of the industry. |] 


PouisH. 
Statistical Year Book of Poland 1948. Warsaw: Central Statistica! 
Office, 1949. 8”. Pp. xvi-+ 254. 400 zlotys. 


[A volume in English of statistical material relating to Poland which covers 
in most cases the period ending in December 1947. It begins with estimates 
of the national income for 1947. This is followed by a summary of the main 
indicators of Poland’s economic development, with monthly data for 1947 and 
the first quarter of 1948. Comparable figures are given for 1938, but it is not 
clear to what area they refer; presumably to the old area of pre-war Poland. 
One interesting figure included is the percentage of arable land that was sown 
in each post-war year in the territory acquired after the War. In 1946 it was 
no more than 38% of all the arable land. By 1948 it had risen to 75%, as com- 
pared with about 87% for Poland proper. ] 


INTERNATIONAL. 


Bank for International Settlements. Nineteenth Annual Report. 
Ist April 1948-3lst March 1949. Basle: Bank for International 
Settlements, 1949. 113”. Pp. 258. 


[Reviewed in this issue.] 


The Facts about Refugees. Geneva and London: International 
Refugee Organization, 1948. 8”. Pp. 24. 

{A clear and simple account of the present position of the post-war refugee 
problem. At the time of writing (about mid-1948) the total of refuges receiving 
care and maintenance was just under 600,000. Slightly over 500,000 of these 
were in Germany. About a quarter of the total were Jews. About two thirds 
belonged by origin to Poland and the Baltic Countries. The first and foremost 
task is repatriation, but I.R.O. may not force repatriation. Resettlement is a 
much slower and more difficult task, largely because countries wish to take the 
young alone and I.R.O. has a duty to resettle whole families. Of 260,000 refugees 
resettled or repatriated in the previous year, the United Kingdom has taken more 
than any other single country, and more than a quarter of the whole. The 
skilled workers and agricultural workers are on the whole easiest to settle. The 
hardest are the most skilled of all—the specialists with skills—such as that of the 
lawyer—which cannot be transplanted from country to country or language to 
language without complete retraining.] 








1949] RECENT PERIODICALS AND NEW BOOKS 669 


INTERNATIONAL Monetary Funp. Balance of Payments Year- 
book. 1938. 1946. 1947. Washington D.C.: International Mone- 
tary Fund, 1949. 11”. Pp. 383. Cloth $5.00, paper $4.00. 

[This volume is the first of a series in which the I.M.F. will make available 
balance payments information which it has gath red for operating purposes. 
It is, in effect, the successor of the series of annual reports on the Balance of 
Payments published before the War by the League of Nations, and follows them 
closely in format and appearance. It has, however, the added advantage of being 
based on standard schedules used for reporting balance of payments data to the 
Fund. The most interesting addition is an attempt to provide summary tables 
showing the balance between sections, larger sections and countries. In collabora- 
tion with E.C.E. the Fund has prepared estimates of the balances of Europe as a 
whole with the principal trading areas of the world. Somewhat similar estimates 
have been made by the Fund at the request of the Economic Commission for Latin 
America of the transactions between Latin America and the rest of the world. 
It is immensely to be hoped that the statisticians of the Fund will have the 
energy, the resources and (what is most necessary) the moral courage to take the 
next step forward and attempt a total matrix for the whole world. This will 
not only reveal relationships of great significance and importance; it will also 
enable us for the first time to test the mutual consistency of the various individual 
countries’ estimates. } 


INTERNATIONAL LaBour Orrice. Third Report of the International 
Labour Organisation to the United Nations. Geneva and London : 
International Labour Office, 1949. 93”. Pp. iv + 192. 5s. 

[A summary of the activities of the International Labour Organisation sub- 
mitted to the United Nations. It covers the period April 1948, to February 1949.] 

Year Book of Labour Statistics, 1947-48. Tenth Issue. Geneva 
and London: International Labour Office, 1949. 12”. Pp. xv + 
303. 15s. 

[This tenth issue of the Year book of Labour Statistics summarises the principal 
labour statistics of some sixty countries. It includes new tables of social 
security and has adopted a new industrial classification. But it emphasises that 
its practice in this is limited by that of the individual countries, and, in default 
of an internationally agreed classification; it can do no more than attempt a 
uniform order and such general headings as are common to all.) 


Unirep Nations. 

Economic Survey of Asia and the Far East 1948. Lake Success : 
United Nations (H.M. Stationery Office), 1949. 9”. Pp. xviii + 289. 
10s. 

{Reviewed in this issue.] 

Facts about U.N.LC.E.F. New York: United Nations Inter- 
national Children’s Emergency Fund, 1949. 103”. Pp. 25. 

[The United Nations International Children’s Emergency Fund, in its second 
year of operation, has four main tasks: to provide a daily supplementary meal, 
or other forms of aid, for some 4 million children and mothers in twelve of the 
poorer European countries, most of them in Eastern and South-Eastern Europe ; 
similar aid in Palestine; to expand its work in China, India, the Philippines and 
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years. The increased supply of food due to the good harvests of 1945 are 
moreover, @ powerful anti-inflationary force that will principally affect 1949.) 
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[Reviewed fn this issue. ] 
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